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INTRODUCTION

The International Development Strategy - the basic instrument for
the action programme of the Second United Nations Development Decade -
requires that appropriate arrangements be mede "to keep under systematic
scrutiny the progress towards achieving the gonls and objectives of the

Descade ~ to identify shortfalls in their cchievement and the factors which

account for them, and to recommend positive mersures, including ncw goals

and policies as needed".l For this purpose, the General Assenbly resolved
that "review ang appraisal at all levels should be informed by the common

72 ' purpose of assessing the manner in which the operction of the Internction~l

H Development Strotegy has contributed +o economic growth and socinl progress“.g/
Thus, the review ond 2ppraisal exercise is intended to moke the stretegy o
dynamic and flexible instrunent o ochieve the goals and objectives of tho

] Decade nnd to enable the internctional comaunity to bring about agrecment and

j action in the interest of socizl and economic progress of developing countries

| in the light of past performnnce and energing situntions.

The strotegy distinguishes four levels of review and appraisal;
nationnl (responsibility of governments), regionnl (responsibility of
the regionsl commisgions), sectoral or functional (responsibility of UNCTAD
UNIDO and the Specialized Agencies of the United Notions), =nd globzl or

overall (respcnsibility of the General Asscmbly, through the Hconomic snd

9

Socinl Council). The overall review s~nd CPPraisal is to be undertaken on ]

a biennial bagis, the second being in the nature of o pid~tern review.

E ;/ "International Development Stretegy for the Sccond United Nations i
‘ Development Deende", General Assenbly resolution No. 2626(XXV), pars. 79.

g/ General Assenbly resolution No. 2801(XXVI).

s
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It should be noted, however, thot developments in internntional econonic
relations since the formulation of the Strategy hove enhonced the significonce
of the mid-tern review considerably beyond what could have been anticipnted
then.

While closely interrelated, each of the four different levels of
appraiscl is intended to serve o besically digtinct function. Thus, "regionzl
appraisals cre intended to assist Governnents in arriving ot appropriate
policy decisions in = regional frarework where similoritics of conditions
and aspirations noke it possible to pursue comnmon ~pprocches end, in parti-
cular, to pronote regionzl or subregional econonic co-operation. Sectoral
appraiscls are intended to provile from tine to tinme o world-wide onalysis
of the energing situntion and problens in a specific sector.... The ...
overall oppraisal is designed to assist Goveruments at the highest levels
in the United Notions System... in examining the unfolding developnent
trends throughout the world in their entirety ond in shaping the course of

action required by changing circumstances." -

The country reviews, however, occupy o central position with respect
to the whole exercise since they are the ultinnte source for the basic

infornotion needed to carry out approisals at o1l other levels.

Review and appraisel of perfornance at the couniry level presupposes
the estoblishnent of = yardstick, or frome of reference, against which
progress could be assessed. One such yardstick is the expcrience of other
countries at ~ sinilar stage of development, and with o siniler resource
endownent pettern znd econonic and social structure. The problen with this
approach, which mnkes it iupossible to apply in practice, lies in the dif-

ficulty of identifying countries h-ving such conzon features.

2/ Second United Notions Developnment Decade, Report of the Scerctnry-

Genercl, E/5530(30 Moy 1974), p.7.

&
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The relevance of the overnll objectives and torgets set out in the
strategy for appraising progress nade by individucl countries in the course
of the Decade has been answered neinly in the negative in the Strategy

docunent itself and in other United Nations documents on the subject. The
targets and objectives in question, and those derived fron then, are
intended 28 "a broad indication of the scope of convergent efforts to be
nade during the Decnde at the national and internntional levels™, while
leaving it to each developing country to formulate its own growth torget in
the light of its own circunstances, ™

This suggests that a proper frame of reference agoinst which to
apprmise performance of individual developing countrice during the Decnde
would have to toke into cecount both their past performance and their
declared objectives with respect to the future; the first providing an indi-
cation of their ability and potenticl for growth and the second o reflection

of their aspirntions and Judgenent concerning future prospects.,

The present paper has been prepared to nmeet the reqﬁirements of the
nid-tern review and appraisal effort. The approach adopted conbines elenents
fron the review ond appraigel exercise at thc national, regional and sectoral
levels. As a background to, and in order to provide bese lines for,
assessing progress in the ECWA region during the first half of the Second
Developnent Decade, considerable enphasis has been put in the paper on

developnents during the nineteen sixties.

The review and appraisal of overall growth performance covers, in
verying degrees, the twelve countries served by ECWA, but concentrntes
nainly on developnents in the six ccuntries of the region (viz., Ireq,
Jordan, Kuwoit, Lebanon, Saudi Arnbin and the Syrian Arab Republic) where
sufficient information is available to render the exercise feasible and

4/ General Assembly resolution No. 2626(XXV), Para. 13,

/eus
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neaningful. Enphosis is 12id on the growth of totsl and per'head pro-
duction of goods and services; chonges in the structure of output ond its
uses; growth of fixed capital fermotion ond chonzes in its structure and
conposition; the nobilization of finuneinl resources for finaneing domestic
copital formotion - indienting the role of the private and public sectors
in generating scvings and the extent of resource inflows or outflows; and,

developments in the cxternal trode ond poyments situntion.
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I. GROWTH OF PRODUCTION

A, Alternative peasurenents of production

The ultiwate satisfaction of needs - materianl or otherwise, which
nmake up the standard of living of the peoaple of a cuntry depends, in the
fincl onclysis, on progress achieved in producing zoods and mervides.
Production performonce, therefore, become the foeal point in any attempt
to review economic ond socinl progress or, in short, growth. PFronm the
outset, however, it should be emphnsized that there cen be no single
tpprocch to the measurement of production applicable to all countries or
to the same country year after year. Econonice circumstonces and charac~
teristics differ widely among countries so as to nnke such a common messure
impractical. Therefore, it must rest upon ench country tc develop, in the
light of its own particular conditions, the aprropricate sct of indicators

by which to appraise its production performance,

The change in total recl cutput - or renl output per head - has cone

to be z2ccepted as the most representotive single reasure of growth, althouszh

i% ignores the inplications of incone distribution for the standard of living
end, under conditions of less than full enployment, it is an inperfect indi-
cator of growth in productive capacity. The neasurenent of cutput in real
terns presupposes thnt appropriate deflotors sire available to e¢lininate the
effect of price chenges fron the components of total production which
initizlly have to be collected in noney terms. For nany of the developing
countries, including almost n11 countries in the ECWA region, the prepara-
tion of the requisite deflators has not as yet proved feansible, which
explains why they continue to repcrt their production in nonetory rather

than in real terns.

Severcl concents are availabic for nmensuring the volume of a country's
final output of goodls and services. There is, first, the distinction between
donestic and national production which stens fron the treatnent of the output

of foreign-owned frctors of production and that of noticnnls abrood,

/uous
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Statistically, the output neasures in question differ fron one cnother by
the inclusion of net factor income trenscctions in the nctional product
neasure and their ezclusion from the domestic one. Donestic output is,
however, the relevont concept when the intention is to measure production
within a certain geograyhical srec by 21l factors of production operating
there irrespective of their ownership. This concept "is likely to be the
nost useful aggregote for economic planning purposes where the activity
of 2ll resident producers is at issue and the disposition of all loeal
resources is of concern“'s + But where foreign-owned production factors
ncke a significant contribution to total output, and particularly where
their activities are not properly integrated in the economic life of =
country, and/or where earnings of nationally-owﬁed productioh foctors
engaged abroad arc significant, then the notional product measure is the
nore relevant concept since it will refleet the output of goods and services

zecruing to a country's own citizens.

Secondly, production, whether nensured on a domesﬁic or nantional \
bosis, noy be volued at narket prices or ot factor cost, including indirect
texes (net of subsidies) in the first instonce, ond excluding then, in the
second. But when government tax and transfer policies are not changing, or
cre only changing slowly, it does not wuntter which of these two approaches

is used.

Thirdly, there is the possibility of neasuring output gross or net
of cnpital consunption. While in theory the net concept is superior to the
gross one - since it provides o nmeasure of the output of goods and services
available for consumption nnd net 2dditions to capital stock - in practice

considerable Jdistortions may be introduced by using the net concept due to

ﬁ/ See United Nations, Department of Econouic and Scecial 4ffairs,

World Econonic Survey, 1969-1970, United Notions Publication, Snles No.:
E.71.II1.C.1, New York (19717, p.5.

/e
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the elenent of arbitrariness generally involved in estinate

consunpticn, rarticulerly in developing countries,

s of capital

Thus, it is essential when ~ppraising production performence to
Pr & P

be awnre of the inplications inherent in using

different output agaregntes,
and to nnke the choice in tha 1

ight of aetu-l circunstances and needs.
For most countries of the region, the distinction between the donestic ang
nationnl production concepts is sijmificant.

As Table 1 shows, the grogs national product (eNP) is substonticlly
below the gross domestic nroduct (GDP) in the three najor cil-producing
countries of the region, ‘nonely, Scudi Arabia, Kuwait and Irag, ond sone-
what above it in Jorden, Leba

The discrepancy between GNP

non and the Syrian Arab Republic, in that order.
and GDP in the oil econonies is cceounted for
largely by factor income paynents obroad origing in connexion with the

3
Operations of foreign-owned oil conpenies, - Seudi Arabin hes the lowest

GNP/ 3DP ratio anong the six countries listed, averaging 79 per cent at the
outset of the Decade, Moreover, this ratio hns shown a nerked tendency ta
decline in the periogd 1971~-1973,

In Kuwait, the ratio of GNP to GDP increansed fron 79.4 to 84.4 per
cent over the second half of the 19608 but declined egain to 80.6 per cent
by 1972, The higher GNP/GDP ratio in Kuwait, compared with Saudi Arcbia,

.§/ "The concept of net cutput is of particular inportoance to a
developing country in which the capital intensity of the econony is increasing
rapidly frono o relatively low level .... In these circunstances...the Propor-
ticn of new production set aside for maintaining capital equipnient will need
to rise. The net product would thus tend to increase at o gonewhot slower
pace than the gross product", (Ivid. p. 6)

.Z/ Aveilnble evidence indicates sinilar wide differences betwsen GDP
and GNP for the other oil-producing countries in the region.

§/ The recent steps token by the oil-producing countries of the
region tu gnin inerensing control over the exploitation of their 0il resources
should work, in the coning years, in the direction of narrowing the gap between
GDP 2nd GNP in these countries., A ginilar influence is expected to cone fron

the flow of investnent income to these countries made possible by investment
of surplus funds abroad,

2/ The decline in the GNP/GDP ratio in both Kuwait and Saudi Arabia
in the first two yenrs of the Decade nust be viewed against the gharp rise in

the value of oil exports, relative to other sectors, which followed the
Teheran and Geneva Price agreenents.

i s o i S VTR B
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conpiled from national sources.

* Provisional.

g/ Fiscal years beginning first of April of year stated.

e

Table 1. Alternative output nmeasures
Index: 710 opeat roduct - “prices=100
Gross national product Gross domestic product
at parket priceg at factor cogt
0il_econonies
rs
1964-1966 85.9 94.9
1968-1970 86.7 93.7
1971 85.5 9.2
W.
1965-1966 79.4 99,6
1969-1970 84.4 99.7
1971 81.2 39.9
1972 80.6 99.9
Soudi ggb;‘a‘b/
1968~-1970 79.0 99.0
1971 75.2 98,5
1972 72.9 98.7
1973% 72.1 99.2
Non~oil econonjes
Jor
1960-1962 107.8 91.6
1964-1966 108.2 89.5
1968-1970 106.0 90.3
1971 105.9 90.7
1972 105.6 90.0
1973% 108.7 88.6
o)
1964-1966 103.3 92,2
1968-1970 103.5 92.8
1971 103.6 92.4
1972 10%.6 9.3
Syrian Arab Rembl;cs/ ‘ ’
1964-1966 100.8 91.4
1968-1970 101.7 92,2
1971 101.3 91.4
1972 . 88.5
1973% ces 87.1
Source: United Nantions Bconomic Commission for Western Asin, based on data

Hijri fiscal years corresponding to the nearest calendar year stated.
Bnged on date at constant prices.

/oo
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reflects the fact that despite the more extrenme dependence of the former
country on incone from o0il which, in principle, should entgil o lower

GNF/GDP rotio than in the latter country, factor incone poyments to the

0il conmpanies are partly offset by Kuwsnit's substanticl earnings fron its
foreign cssets holdings. In Iraq, where a lower proportion (about one-third)
of income directly originntes in the oil sector, the GNP/GDP ratio is higher
thon in the other two oil-econonies considered; norsover, this ratio has
rennined quite stable varying between 86 and 87 per cent during the period
1964-1971.

Turning to the non-o0il econonies, it can be seen thot, during the
past decade, GNP tended to exceed GDP by 6 to 8 per cent‘in Jordan, by about
3.5 per cent in Lebanon and bty less than 2 per cent in the cnse of the Syrian

nb Republic. Similar discrepancies continued to be observed in the early

nineteen seventies.

Fron the obove it is clear that long-term growth rates in countries
of the region could differ significantly, depending on whether GNP or GDP
is used, especiclly in the case of S~udi Arabia. In oddition, econonie
relotionships and indicators involving the use of total output such as
propensities to consune and inport, investnent and savings rates, output per
hsad of populntion and productivity levels, will be strongly influenced by
the choice of the output messure particulerly in the cose of the oil econonies
where GNP is substantially below GDP.

The highly stable relationship between indirect tazes (net.of aub-
sidies) and total ocutput of goods and services in the countries listed in
Table 1, prevailing in the 1960s, has continued into the early part of the
current decade with the exception of the Syrian Arab Reputlic and, to a
lesser extent, Jordnn, where the significance of indirect taxes ond subsidies

10,
tended to increas<™'. lfccordinsly, it should ncke little or no difference,

;Q/ Available informotion indicote sinilar developments in the case
of Onon and Yeren thouch in these two countries indirect toxes and subsidies
remoin of relatively snall inportance.
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on average, with the possitle exception of the cnse of the Syrion Lrab
Republic, whether overcll growth is neasurcd by using output valued at

factor cost or at narket prices, thoush short-tern differences night at

tines be significont., However, for computing the kin? of eccnomic relatione
ships referred to in the vreceding paragraph, differences in the valuation
nethod can be expected to strongly influence the rosults, except in Kuwnit
end Ssudi Arabia where the difference between output at market prices and
its value at factor ccst is very smell. 1In Iraq, the difference between

the norket and factor cost valuation of totnl cutput is relatively low,
verying between 5 and 6 per cent. In the three non-cil econonies exanined,
however, indirect taxes (net of subsidies) cecount for 8 to 13 per cent of

the narket value of GDP, being hishest in the Syrinn Arab Republiec.

B. Growth of aggresate product

The Internntional Developnent Strntegy establighes, as nininun
grewth torgets for the developinz world in the Sccond United Netions Develop~
nent Deccde, average cnnunl growth rates of 6 per cent and 3.5 per cent
in totzl and per hend gross praduct, respectively. These torgets and those
derived from then are conceived by the strotegy as "o broad indication of
the scope of converzent efforts to be nade during the Decnde ot the naticnal
ond international levels", while entrusting ench developing country with
sctting its owm torgets for growth in the light of its ocwn circunstonces.
Accordingly, the relovonce of the global targets for z2ny one country or
region is connected with the effort thot ecch country is expected to noke

in the Decade in relation to its developnent potentinl and recent perfornance.

Time-geries of national accounts, which are basic to the recsurce-
nent of econonic growth, are svailnble in o stotistically acceptable fom
for only six out of the twelve countries of the ECWA region, nonely, Iraq,

Jerden, Kuwnit, Lebanon, Scudi Arabis and the Syrian Arab Republic. Only

- for three countries, nanely, Iraq, Jorden and the Syrian Arab Republie, do

these series extend for o full decale. Bogiles beinz short on tine-coverage,
these series are 2lso deficient in reflecting cutput changes in real terns
(at constant prices), as cgninst changes in nonetary terns (ot current

prices). For the other six countries, nanely, Bahrain, Democratic Yenen,

/e
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Onan, Qatar, United Arpy Brirntes and the Yenen, the stote of Stotistics
is such thnt only Very roush orders of Hegnitule of the rotes of their
éconoric growth could be obttinéd, baged on prrtial infornntion ~ud sone
production indicntorg for the najor Sectors, perticulerly o0il,

It woula tovesr (goe Takle 2) thot the highegt dnnusl avernge growth
rates in GNP in tpe Past deende (1960~l970)‘have been realizeq ip the United
drah Enirntes (30 Der cent) cnd Omen (19 ner cent), countrieg which
recently nng very repidly beecore innortont o011 Producers, . Next in rapk
tone sone of the older 0il Producers, such ag, Sauli Lrahin (10.5 per cent},
Qtar (9.6 per cent), ang Kaweit (7.9 Per cent). Groyin rntes in the
renaining two oil—producing C¢ountrieg, nanely, Bohrain cnd Ireq, were ground
6.4 per cent PeT cnnun.  Of the non-eil countrieg, only Jordan ochieved o
rate higher than the Sceony Devnlopnent Decnge global target pnte (6.6 per
cent).l Growth in the Syrion Areh Republic ang Lebanon averaged aroung 5.9
and 4.7 Per cent per anhwun, respectively, The rete of econonie arowth in
Yenen hag been sonewhere between zers 20d 3 per cent whereng Denoeratic
Yoinen geeng to have suffered o negntive average grovth rote dug, nainly, 4o
the closure of the Suep C-nal nn3 politicen) disturbnnces.

It ig believed thot erowtn rntes of rost countries in the region,
including those which were relatively hizh, during tne last deeade, d4a not
by any neans reflecet their fuiz developnent Potentiny, Quite aside fron
the fact that repig 8rowth of o431 preduction accounts, in mogt Ctses, for
the €Xceptionnlly good performhnce‘observed, 2 nunber of foetors contributed

to derress &cononic growth in several (¢ the countries underp consideration,

Weather conditiong renained o najor unsettling fretor affectineg
agricul tupn] Production in nost countrieg of the Tegion. But, of 21l the
extroncoug factors hﬁmpering econonic development in the region, the nost
inportant has been the Midale Bngst War of 1967 and itg afternath,

—— S e et

;;/ This conpares with an Shnual orowth pete of alnost 10 rer cent ip
the periog 1960-1965. Consiﬁering the serioug breck in the continuity of
the notional fecounts statistical serics, which the occupation of the Weat
Bonk in June 1967 entailel, the rote of growth in the eorlier part of the
Deende nisht pe Hore indicative of the growth potentinl of the Jordoninn

/...
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Table 2. Average annucl growth rates of total population
and of aggregots ond per head gross national
product in countries of the region during the
period 1960-1970

(in per cent)

Céuntry Grois notional o Grgss national i
product ot Population product per i
narket prices head '

Behrain 6.4 3.5 2.8

Democratic Yemen . -2.8 2.3 -5.0

Ircq 6.4 3.5 2.8

Kuwnit 7.9 9.3 -1.3

Jordang/ 6.6 3.4 3.1

Lebanong/ 4.7 2.8 1.8

Onon 19.4 2.0 - 17.1

Qotar 9.6 9.1 0.5

Saudi Arabio 10.5 2.7 7.6

Syrien Arcb Republicg/ 5.9 3.4 2.4

United Arab Emirctes 29.5 5.0 23.3

Yenen 3.0 2.5 0.5

Source: Uniteld Nations Econonmic Coumission for Western Asia, based on data
conpiled from national and internationsl sources.

g/ Excluding Palestinian refugces.
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apparent in 1970 and 1971, not only in the oil-producing countries, where
the ndverse effects: of the War were relntively of a prnssing nature and were
nore than conpensated for by the rise in 0il prices, dbut also in other

countries of the region.

In Irnq o8 well as in the Syrizn Arcd Republic, the 19603 was 2o
period of transition fron one politiesl and socic-econcnic set up to another, -
whereby the public sector progressively incrensed its hold over the econony.
The inplenentation of the cgrarien reforn laws of 1958 (Iraq) =nd 1959 (Syrian
Arch ﬁepublic), onl of the nationalizntion lows of 1964 (Syrinn Arab Republic)
and 1965 (Iraq), affecting key cctivities in industry and comncree, had
unscttling effects contributing, in the first case, to poor performnnce in
agriculture, ~nd, in the second>case, t5 'a retordation of industrinl growth
du;ingvfhe trensitionsl period. Growth was also hompered by 2 weak external
poynents position, nccessitating the inposition of inport restrictions and
excﬁange controls in both countries. An importont inhibitinsg factor,
affecting the growth of the Irngi econony during the prst decade, is also
to be found in the low rate of zrowth of the oil sector relative to the
situa;ion in the neighbouring cil-producing countries, particularly after
1966.

Interncl political strife, which sonetimes took the form of civil
war, c8 in Iraq, Jordan cnd Yemen, was olgo responsible for depressing

growth telow its femsible potentisl in these countries.

In ccrtoin cases, inadequate planning end inplenentation of public
projects tended to dissipate part of the linited rescurces available for
developnent purposes while in others, notably sone of the oil-producing
countries, ond the less developed countries of the region, zrowth wos below

potential, moinly on account of the relatively low abscrptive capreity of

lﬁ/ Lgide fronm the sharp decline in il production and exports which
followed the 1967 war, stroined reloticns with the oil companies, following
the ternmination of mnjor oil concessions in 1961, provide the anin explonction
ar @il producticn spprocehed ingiadded eapoeidy apd virtually ae now invasts

[P PR o
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the econcnies in question for productive investuent, reflecting larsely
constraints inposed by the institutionsl set-up cnl o deficient mannower

situation..

dvailable stntistical informntion (sce Table 3) permits only o
sketchy discussion of GNP growth in countries of the LCWA region since the
inception of the Sccond Develornent Dseade. For Souli Arabia, the Syrian -
Arab Republic ond Jordan;;é’ the growth in GNP volued ot congtant priceg
averaged 14, 6.5 ond 1.2 ner cent Per cnnuwz, respectively, in the firat
three yezrs of thoe Decade; over the snre period, Onan's GNP, valuel in
nonetary terms, recorded on annual rate of growth of 16 rer cent. Bohrein,
Kuw~it, Lebanon and Yonen expericnced relatively fast growth in the period
1970-72, cveraging 8.8, 18.3, 14.5 and 18.6 per cont, respectively, in
current pricesl . Informotion relating to 1971 shows a ropid incresze in
Iraq's GNP over the brevious year (9.2 per ceant), and 50 and 40 mer sent

g . . 18
growth rotes for Qatar an? the United firad Bnirntes, regpectively ~~

Most of the frctors referred +o earlier os being responsible for
holding down growth in the region telow votentiol CQurinz the 1960g ccntinued
to exert their influence into the present decade. The Arob=Israsli conflict
which culninnted in mnother cpen confrontation in 1973 rennins the nost

inpcrtant disturbiaz factor, with particularly denaging consequences for the

16/ In ths case of Jorden GNP fiszures, criginally reported in current
prices, were deflated using the cost of living index for irman. Meosured in
nonetrry terms, the asnnual growth rote in Jordsn's GNP approoches 9 rer cent.

;Z/ Yhen deflsated by the cost of living index, the annunl arowth rotes
f2ll to about 11 =nd 3 per cent for Lebanon and Brhrein, respectively.
Allcwing for price increczes, the exponsion in Buwcit's GNP ha probably been
telow 10 per cent.

;§/ Owing to the shorp decline in Irag's crude oil production during
1972, recl growth in GNP probably did not exceced 2 rer cent. On the other
hond, the cumulntive growth of GNP during the pericd 1970-73 in the United
Arcb Bnirmtes could heve atteined the level of 30 rer cent per snonun.

/v

i




- 16 -

Syrion econony; the adverse effects of wenther conditions on agricultural
output in the non-cil econonies; ond civil disturbances in Lebanon, internal

strife in Omnn, opposing guerrillos and Governnent forcecs, o~nd Iraq where

fightinz with the Kurds broke out agnin in 1974. In cldition, the region
hos not been spnred the conssquences of the intensification of world

inflntion ond the disturbances offecting the internotional nonetary systen.

However, growth in the region during the first half of the 1970s has
been particulerly nerked by developments in the oil scctor, the inplications
of which extend beyond the region and the sresent decnde. By shifting the
balance of power from the international oil conponies to the producing
countries with respect to the setting of prices, snd in the dircction of
increnseld governnent contrcl over the exploration of ¢il resources and
ancillary operations, thesc developnents hove resulted in 2 shorp rise in
thege countries! taoke per barrel of crude oil procduced =2nd, consequently,
in total oil revenucs, which could not hnve been contenploted o few years

back.

Bcfore concluding this section, two features of the econonic
perfornance of countries in the region ousght to be noted. In sonc countries
the growth of output in the 1960 was chnrocterized by 2 high degree of

... 19/, A R
irrcgularit in the yesr-to-year rates of change. Thig irregularity wos

13/ Ln index, nensuring the regulnrity of erovth, wos calculated
with the help of the following fornul“[ .

100 l i%l (ri - 5)2~

n

r V
where, © = crithnetic average of aonnual xrowth rates in the period reviewed
ri = growth rate in year "i"
n = nuaber of ycors .
Such ealculations for the six larger countries in the region yielded the
following results:

Tndex of reculority of ~srowth

Irng = 87
Jordan = 185
Kuwait = 60
Lebonon = 107
Scudi Arabia = 35
Syrinn Arab Republic= 111

[eos
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particularly narked in Jordan =nd, to o lesser extent, in the Syricn Aradb
Republic and Lebercn. In contrast, in the large oil-producing countries,
with the exception of Irag, where a relatively nerked degree of irregularity
in the growth of output can be observed, the dispersion of the annucl rates

of growth arounl the overage was relatively snnll, particularly in the caose

. of Saudi Arabi=n.

In the second place, avsilable information indicotes that, for nost
of the post deende, output expansion in the region was associated, in
varying degrees, with 2 relatively high degree of price stabilit 20 . After
1968, however, an cccelerstion in the rate of price increasse became cpprrent
in severnl countries of the region. This is reflected in the novenent of

consuner prices which had gained considerable monentun since 1973 in

“virtually all countries of the region.

Y

¢, Growth of product ver hend

While the growth rntes of nationnl product aschieved in most countries
of the region over the last decade were higher than the global average of
developing countries, ond indeed, higher than the global target for develo-
pinz countries in the Internntional Development Strategy, the significance
of these rates for economic welfare hos been adversely nffected by the
relatively high rates of population growth in nost countries of the region.
In S~udi Arabin, the two Yemens, Lebonon ond Onnn, the annunl average growth

ates of population are estimated to have been in the neishbourhood of the
rote recomnended by the Strategy for the Second Developnent Decade, i.e.,
2.5 per cent; the remaining countries of the region are believed to have
experienced rotes that vary between 3.4 per cent in Jordan ond the Syrian
Arab Republic and 3.5 per cent in Bohrain snd Iraq, and 5 per cent, 9.1 per
cent and 9.3 per cent in the United Arab Bnirntes, Qator and Kuwait,

respectively (sec Tnble 2).

gg/ While the Internctional Development Strategy does not refer
specifically to inflation, the rnonitoring of the state of balance between
the supply of goods and services and the Jdernnd for them nust forn an integral
ond essential aspect of the review ond npproisal exercise if sight is not to
be lost of o basic ain of the Strotegy, nomely, thot of providing "increasing
opportunities to 21l people for a better life fond] to bring about o more
equitoble distribution of income and wenlth for promoting both socicl justice
and efficiency of production". (GA resclution No. 2626(XXV), pora 18).

[eoe
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With sone exceptions (On:n, S-~udi Arcbin and the United Arad

Enirates), rapid populntion srowth in countriecs of the region during the

1960s implied growth rotes of per head nationnl products that are lower
¥

thon the Decade's annunl average target rate of 3.5 per cent. In the
3

extrene case of Kuwait and Qotar, due nainly to imnisgration, this

esulted in on cctunlly negative growth rote (-1.3 per cent) of per head

national preduct in the first country, snd in virtuzlly no change in the

per head product of the second. Also, the GNP per hecd of Denocratic

Yenen is estincted to hove declined ty 5 per cent per annun over the past

decnde, while that of Yenen hardly rccorded any growth in the sone period.

Without under-estincting the influence of ropid populotion srowth, it

renaing true that, with the notable exception of Kuwnit ond Qotor which

experienced abnormelly fast exponsion in their population, inter-country

differences in the growth of GNP per hend in the period reviewed were nninly

a reflection of the sprend in their overall growth rates.

To put post growth trends in better perspective, however, the wide

disparitics in the levels of per head national prcduct anong the countries

of the region should 2lso be noted. 4t the threshold of the Second Develop-

nent Decade, the region included countries with GNP per head as low as $77

(Yemen) and $107 (Democratic Yemen). At the other extrene, there are the

snnll (in terns of population size) 0il-procucing countries, nonely, Kuwait,
Qntar and the United Arnb Enirates, with o GNP rer head in 1970 of $3398,
$2532 ond $2181, respectively. The position of Lubnnon, with o GNP per

hezd of 3675, conpares quite favourably with that of Jordan, the Syrian

Areb Republic and Irng, ond with sone of the oil-producinz countries,necnely,

Bohrain, Onon and Soudi Arabiag; . Table 3 revenls thot the first few yeors

of this decade have witnessed a further widening cf the gop between the high

ond low per head income countries in the region.

g;/ It nseds to be enphosized, however, that with the possible
exception of Iraq, Jordan =nd the Syrian Arch Republic, the shsence of either
cuthoritative population estinotes or relinble naticnal ncesunts statistics,
or both, in the rencining countrics of the region can introduce 2 sutstontial
nargin of crror into the GNP per head estinntes for those countries, as

showm in Teble 3.
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ture of »nroduction of developing

c
et , . T r o ot et - s . 5
countries, it is only umatuwral that the areas o emphasis ghould

vary Irom country io coviiiry and over timc for the same countyy,
An important aspeet o tho Drocess o

fo]
howvever, which rnccde to be ken: under (Yo Ycl:b 'y

the asricuvltural, marufacturings mining ard guarrying, bacie

L5y

o)
production of tangible §oodg, biroadly defired to include outnut
c

utilitics and comstruciion sectors, This

reclative scarcity of matoerial goode in develening courirics or

which the licvel of ?hysical concumpntion initially doponds. Moreover,
while cxcessive dependence in sonc ieveloning courtrics on scervices
could reflecet the exoioiiation 7 real comparative cconorie
advantagoce, more often than no¢, it is o symptom of a basic dis-

equilibrium in facior marlcic readering it diflficult to cxpand
prysical production, Thae abwirdance o7 unsgkillicd labour rolative
e supnly of canital and nmanagerial end other skills, and
hence the inadequacy of Lhe complementary Factors with which o

comdine that labour, puchcs sryrirers 4o Jeeln comlcoynient in le

i s
reruuaerative service-droducing activitics, Thug, an cxpansion in
the relative share of physicnl Aroduction, which helps to absorb

gonc of the lov=paid labour in the servicos scetor, couid be talzen
s an indication of immrovencnt i thoe ability o7 a developing
country tu cmploy its productive factors more effcetively towards

. FUSINCS Eal E - ]
the satisfocticn o7

Anothier asoect of thce develomment process whaich is usceful
anc meardingful o monitor relates - changes i the overall oHattern
of expenditure sn the gross »roduct, i,c,
turce on comsumpiion, investnient, oxports and

i
icports, In the context 57 the rezic, it is also wearingful to
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Table 5. Structure of total output in the non-oil economies of the region, selected wmuwommm\

(in per cent)

oW W

i ren e e i i

Democrat
Sector Jordan Lebanon Syrisn Arab Republic Yemen
1960-62 1964-66 1968-70 1972  1973% 1964-66 1968-70  1972% 1960-62 '1968-70 1972  1973* 1969-7
Commodity Production 33,1 38.8 34.3  35.8 35.3 32.7 29.8 30.4 48.5 45.6 46.0 37.6 48.3
Agriculture, forestry, . '
hunting and fishing 19.7 22.0 16.6 18.9 14.1 11.6 Q.6 9.9 28.1 24,2  24.%  17.7 20.3
Industr 13.4 16.8 17.7 16.9 21.2 21.1 20.2 20.5 20.4 21.4 21. 19. .
. y o ’ W\ ) b\ @W\ 4 5 9.9 28.0
Manufacturing 6.6 5.0 9.5 11.2 12.0 13.1 1%.3 13. (
Mining and quarrying 1.2 1.5 1.9 e see eee ( 16.9 18.4 18.5 17.1 25.5
Flectricity, gas and , (
water 0.7 1.1 1.2 1.4 1.5 2.2 2.3 2.0 (
OO.C.C.WH..LOAMM;OHW h.-@ W-N mour bu-u .NoQ mum b.-m &,.m Wom Wco Wto N-m O-.ﬂ
UOHJNQPMNW.WM mm.w m“—.om mman mb.ow mﬁ.o.ﬂ m.ﬂtw ‘NO-” m©'m m.n.om Wr\.ﬂcb. m&.oo mmo&' m“—r-wﬂ
Trensport, storage
and communication 11.7 9.0 8.3 8.1 8.6 8.1 8.5 7.5 10.7 11.2 10.0 15.1 5.6
Wholesale and retail
trade 21.8 20.2 19.0 18.9 18.8 31.1 31.5 31.5 15.2 13.7 11.9 10.6 10.2
Banking, insurance
and resl estate 1.2 1.5 2.0 1.5 1.6 3.5 3.4 3.7 2.3 2.2 2.6 2.8 5.2
Ownership of dwellings 7.7 T.3 7.0 6.8 6.6 7.6 8.4 8.8 8.6 6.9 6.2 6.5 -
Public administration
and defunce 16.0 14.5 19.3 18.3 18.2 8.0 8.6 75 8.4 12.8 15.3 18.8 20.1
Othier services 8.5 8.7 10.). 10.6 10.9 9.0 9.8 17.6 6.3 7.6 8.0 8.6 10.6
Total 100.0 100.0 100.0 100.0 100.0 160.0 100.0  100.0 100.0 100.0 100.0 100.0 100.0
Source: United Nations Economic Commission for Western Asia, based on data compiled from national and international sources.

M\ Provisional estimates.

m\ Computed with reference to gross domestic product valued at current factor cost for Democratic Yemen and Jordan, at current mar
prices for Lebanon and Yemen, and at constant factor cost for the Syrian Arab Republic.

W\ Excludes petroleum refining which is included under "electricity, gas and water".
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Table 6. Composition of the munufzcturing sector, selocted rvears (contd.)

a/ Data are for the "organized" manufacturing sector. This sector
accounted for about 85 per cent of totel value added in manuvfacturing
according to the results of the 1966 census.

v/ The figures are for the year 1388 Fijri (March 31, 1968 to March 18,
1959). They were obtained from the sample survey of manufscturing
establishments, carried out in 1389 Hijri. This survey covered all
industriel units irrespective of their size with the exzception of the
petroleum sector and enterprises sponsored by Petromin (General
Petroleum and Minerals Organization). The originsl tctel was adjusted
to include petroleum rzfining on the basiz of the share of this

branch in total value added in manufecturing around the period in

question.
g/ Average of 1967-1969. P
g/ Footwear is included with leather =nd leather products.

Furniture only; wocd products are included with paper, rubber and
chemical products. - e

Data on manufacturing ezclude value added in petrolecum refining.

S

Includes electrical repair shops, repair of metor vehicles =nd bicycles
and other repair services; it excludes footwear repair which is included
with clothing and footwesr.

b/ Included with relevant branches.
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. . , oy
Gross fixed investment rates™

14
{(Aiverage percentage share)

0il economies

PO v . -
Investment/GHP Fon~-oil
ratio econonmies

Investment/GNP
ratio

Ire
1954-1966
1968-1970

1971

.. D
Kuwalt“/

1965-1966

1969-1970
1971
1972

. . C
Saudi Arabia

1068-1970
1971
1972

Oman
1968-1970
1971
1972
1973%

Jorden
19641966
1968-1970

1971
1972
1973%

Lebanon

Svrian arab Republic

1964~1965

1968-1970
1971
1972
1973%

13.4
14.9
14.1
7.7

17.S

21.6
18.3
18.2
19.2

11.8
15.4
15,1
14.9
14.2

Source: United Nations Rconomic Commission for Westarn isia, baced cn data
compiled from naticnal and international sources.

f/ Provisional estimates.

a/ Computed with reference to GIP and investment valved at current market
prices except in the case of the Syrian irab Republic where the gross
domestic investrent rate is based on the gross domestic product valued
at constant market prices.

Fiscal years beginning 1 april of year stated.

b/
g/ Hijri fiscal years corresponding to the nearcst calendar year stated.
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Table 1C. &rowth of gross fixed capital formationg/

(annusl percentage rotes)

A. 0il Beonomies
Iraq . Kuuait Scudi Arabis
1960 1971 1965 1971 1972 1957 1973*% 19€7 1971 1972
to to to ' to
1370 1970 1970

otal fixed capital

I

brivate fized capital ;o .
 formation 0.4 2-5‘3/ 2.92112.9 0.7 24.93/13.51’/'55:
jblic fized capital
,: fom&ti@n 4 03 1-;-.6 1 02 2.3

fixed capital formation

in:

 hgriculture 5.8
F Mining and

E  quarrying -19.0
| Hanufacturing 13.0

t Transport, storage
and communication ~4.6

| Other 3.9

B. Non-oil Economies

Jordan Lebanon Syrian Lrab Revublic
1960 1971 1972 1973* 1964 1971 1963 1971 1972 1973
to to to
1970 1970 1970

Jotal fixed capital

 formation 7.0 3.7 8.9 8.8 8.6
é'vate fized capital

- formation 4.0 3.3 10.5 =400 35.5
jublic fixed capital

- formation 12.0 5.4 22.3 -0.4
fixed capital formation

Agriculture se e 8-0 806 —5.7 "'8.4 ";
Wi : VAN VAT VRV
F Manufacturing .o ' . ﬁ

- Transport, storage &
communication cen cee 8.4 =~10.4 -24.8 14.3

‘Other LI N 3 LY L ¢ e LN * a0 .e 6.4 8-2 ‘2.9 808

pource: United Nations Economic Commission for Western lLeia, based on dota compiled from
national and international sources.

/ Provisional.
y Growth rates in monetary terms, except for Iraq and the Syrian Arad Republic where
L growth rates zre in real terms.
Private and semi-privete fixed investment.
Y/ Covers investment of the private sector and government enterprises (viz., PIT, Saudi
- Airlines, Railroad corporation and Petromin).
/ Includes investments in basic utilities.

/
/qlo
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I: the Syrian Arab Republic, investitent in agriculture
declined slightly {ron about 17 per cent in 1962-1965 to 16 »ner
cen 1968-1970, but rccovercd in the subsequent three years to
account Tor 21-22 per cent of the total., On the othor hand, the
coribinced shqre of imvestmernt in marufacturing, ondiring aad
quarrying aud basic utilitics slhowed a signific““t improveniont,
rising from an averase of 22 per cont in 1943-1965 to close to
27 »or cont in’1968-1970; invegtinonts attribuied to these scciors
have continucd to risc sharpiy, fcaching bO per cent of all fixed
investniert outlays in 1972.

Distin g FixXc nvestment by broad vynes of agsets
acquired, i yppea ot in the five countrics, wamely, Irag,
Jordar, Lcbanon, Saudi Arabia and the Syrian Arab Republic, for

.

which availablce statistical ccries permit such o dis tluctlo“,

investment allocations during the last decade have lar 3 gono

to comnstruction, including resld ntial =2u.d non-reos

buildings and public works, ac against investrent in uachinery
equipnient, Howcever, with itlhe oxception of Jordan, wherce the

of mackincry and cquinunernt in total Qixcd isvestmeont foll fron 33
to 24 por comt durirg the deen Wic, dincrcasces ranging fron 13
percentage points i Irag to 3 aud 4 percentage points in the casc
of Lebanon and the Syrian Arab Republic, rcenectively, were
recordcd in the gharce of ma wehiinery and coquipoent (scc table 11).
On thic average, therce scems to have been 1o signis 1cu“LAdopartur¢

from this pattern since the start of this decadc.

Ces Tic efficicicy of irveotnent

The implications of capital formation for thc cxpangior of

productive capacity depends ot only on the volume of investrmiont
se

but also on the effectivences of its usce Givoen the arcity of
investoent funds in most developing countrico, includizng o nwaber
of couritrics im the region, the naxinization of the L“ficiozcy or

investnent asswies gpecial inportance in tlhie countext of develonment

cifecrto,




The measurce comronly used to reflcet tle officicroy of
investoment is Imowm as the increicental capital/output ratio (ICOR\

4o/

or, altermatively, as the narginal capital/outnut ratio (duOR)

'3

Thxe efficicrey of investment is influcnced by its distribution

. r\

anong 4dif

Fal

rent types of asscets and by the siare in the total of
renewals and replaccements, New investient in construction will
generally Lave a lower cutput-growth potontial in the short and
nediuwa-term relative to investment in machincery and cquipnent,
whicli is morce closcly ticd with nroduction and whinge contribution
to output is more condenced in timce, Residential construction,
wiaich generally absorbs ar iuportant part of fixced investient,
ontridutes dircctly very little to oxpanding thie productive
capacity of thoe cccnomy, Investoent in infrastructure terds to
cxert ite influcrcc on Droducticn over a long perisd of tine,
waicrceas its capital rceguircrnients arc re11t1voly largse. Anoctler
Tactor which tends to reuce furtiecr the growrtl potential »F
investoent in construction ariscs from the Tfact thiat "oume’:s con-
struction is undortalce:: by »nHublic authoritics in conrexion with

netivities whose mecasurcd cutput is motional or cven non-cxiston t"——/

hO’ It should be noted e ICOR furnigshes no nore thos a first
“rﬁrux1ﬁat1ﬁn cf the effl cy 2f a given voluine of irnvestmont,
"for tle 1link between inve -t and pr;ductian is by :

simplic arnd dircet .. tal/cutout ratis is likely tc bhe mcre

ey R leTa ki)
i

usecful as a long-tera a shcrit-term icat: e NMoTC
usciul as a check on 11VuutuC"* »policy is a ystcmatic rcevicy of
its scctoral commosition and resulis., At the scetoral level, the
connexicn Detween onc year'° investient and thoe next yonr's outnut
is gerierally wore clearly discormible than it is at thie minre

ag 3rc?at1ve level, A capital/sutout ratis by scctor is, therefore,
a potentially morce helpful neasurisg rod of perfornancce (seo Unitca
Natlgng, dorld Beoncumic Survey, 1969-1970, c-p.cit., 2.67).

41/ 8Scc T.P, Hill, "Growt: and Invecotrnent Accorling to Irnternationa
Comparisons®, The Feonoumdc Journal {(June 1964 De 298,
’ ) &
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il Fal

Inter-country Jiffcrconsco in tho deorec ol responsivoncss of
outrut to investilent arc roflceetod in their TCORs (sco Taonle 12).
Jhile it dic very ooooible that some oF thoso shoerved diffcercences
cculd merely bDe a reflection of inaccuracios in Thie oeasurciens
o ocutnrut and irnveo ment, thcere ic no Joudt that, in larec ococure,
the diffcrenmces hwave their origir in tho
above,

.

2o ICOR ranges froa 1,7 in Saudi Arabia +o 2.3 in Kuwait,

. : -

2,5 in cach Ira @ and. te Syrian Arab Reoublic, 2,9 in Jorinan and

5 in Lebarnon, Thce generally mmich: lower ICORs in the il ceonmomics

- = - el

arc to Do expected, given the i Jegroece of claosticity o7 cuvouat
to investuent in the Uil scetsr, The aigs ICOR in Iraq - relative

-

to that in Kuwait and Sauvi Aradia - is in cart a reflection of the
virtual ccssaticn of investuent in the oil sector after 1962 arnd the
+

comsequent clow srowtli in oil oroductiosn and cxports, and tluo

relatively lower contributiocn of Hil to totnl sutut, A with

p.:
(.')
[
[oR
O
H
[¢]

the situation in the cthoer tw- oil ceonariies co

s

inercascd contribution o tosal outrut which the 2il sccetor e Deon
making since 1968 has eloed tu keop Syria's ICOR rolntively low
despite stagration inm asricultural production,. Morcover, tho
composition of fixed capital Pofmatisn in o Syrian Arad Reoullic
has tormded to shilft in favour 57 tho zroductive seetiro and to
include a Ligher gharc oF nachinery ard cguisrient, Tﬁc ﬁigh slhore

of construction industry in ivvestient in Lobanon and Jordan martly

expleirs their hish ICORs

[ee




IV. MOBILIZATICH OF FINANCIAL RESOURCES AWD
FINANCING CF GROSS DOMESTIC CAPITAL
PORMATION

Economic growth depends to a large extent .n the ability of an economy
to generate resources at a rate higher than that at which it consumes available
resources, so that adequate savings are generated to finance *he capital
formation necessary for the expansion of its productive capacity. If domestic
savings are not forthcoming in adequate volume to finance the desired level

of capital formation, they can, or should, be supprlemented by external resources.

An @nalysis of savings efforts in seven countries of the region, where
the relevant statistios are available (see table 13), shows that average gross
national savings of these countries differed widely, ranging from very high
proportions of savings relative to gross national product in the oil countries,
to low proporiions in the non-oil countries. In varying degrees, Iraq, Kuwait,
Oman and Szudi Arabia have already realized savings rates that are higher than
the Second Development Decade target rate for developing countries, i.e., 20 per
cent of the gross product, having saved, on the average, the equivalent of 21
per cent, 46 per cent, 62 per cent and 34 per cent of their respective gross
national procducts in the last two to three years of the preceding decade.

In contrast, the th

s%ill

rec non-oil countries considered have savings rates that are
way below the Decade's target; amounting on the average to 12 and 14 per
cent in the case of the Syrian Arab Repudblic and Lebanon, respectively, and a

negative rate of 3 per cent in the case of Jordan, during the same period.

The savings rate has risen further in Saudi Arabia and Kuwait to 46 and
52 per cent of GNP (1972) respectively. By contrast, in Oman, the savings rate
was more than halved by 1973, mainly under the impact of rising defence expen-
ditures as wcll as recurrent outlays on education, health and housing. In Iraq,
the savings rate was probably adversely affected by the little growth achieved

in the country's total output in 1972, but is likely to have recovered in 1973

[one
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with the sharp rise in ©0il producticn and revenuss. It is a2lso worth noting

+

the steady rise in the Syrian Arab Repudlic's savings rete to 16 por cent by

0D

1973 ard in that of Lcobanon, to 153-16 per cent in the period 1971-1972.

As can be observed from table 13, Saudi Arabis and the Syrian Arab
Republic have realized, since the beginning of the Second Development Decade,
incresses in their savings rates that are substantially above ihe Decade's
overall ta.get of 0.5 per cent per annum in the savings/outpuﬁ ratio suggested

for all developing countries.

The private sector has been by far the larger contributor to national
savings in the six countries for which informetion is available, with the
exception of Kuwait, in the period 1968-1970 {ses table 14). In Jorden, the
private sector contrituted all thc savings accruing in the economy, while the
publio scctor has vcen dissaving and has been heavily dependont on cxternal aid.
In the Syrian Arab Republic, Lebanon, Saudi Arabia, Irag and Kuwait, tne
private sector accounted for 90 por cent, 74 por cent, 68 per cent, 64 per cent
and 5C per centy respectively, of total savings generated in the economyQ In
Irag and the Syrian Arab Republic, however, close to 50 and 60 per cont,
rospectively, of the savings gencrated in the privatc scctor were used o
finance capifélﬂformation, the rest being offset by o net oulflow of private
capital. By contrast, in Lebanon, tho inflow of private capitel financed
about 30 per cent of private fixed capital formaticn during the‘period 1668-1970. j
The relative contribution of the privasc scctor to totel savings gonerated in ‘
the economy in the first two years of the present decade has remaincd highly
stable in Lebanon, incrcased substantially in the Syrien Arab Lcoublic, and has
declined apprecizbly in Saudi Arabia. Informetion relating to 1971 shows a
sharp decline in the relative position of privaie savings in the total in Iraq,

and a small improvement in the case of Kuwait.

/..
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In analyzing the relstive contrilbution of internal and eirteransl sources

of financing to gross demestic fixed capital formation in the couniries under
congideration, it is imncdiately evident thot national savings cxceed capital

formetion by o substontinz morgin in the oil economies and fall short of it

in the non-0il economics (sco table 14.). Thus, in Kuwcit, Omen, Scudi Arabis
ond Irag, savings oxccodod capital formntion by 150 per ccnt./BOO per cent,

70 per cont and 27 per cent, roespectively, during 1968—19704£ﬂ With the
xeeption of Oman where the pesitive sovings-investment gep norrowsd ropidly
between 1970 and 1972, @nd turncad negative by 1973, thesc positiong hove boen
further accentuated since the etart of this docadee Morcover, the prospects
of highcr savings rotes resuliing from incrcosing 0il revonucs turing the rceet
of thc 1970's oah be cxpected to sccentustc the peeitive savinge-invostment
6opy n0tably in Kuweit, Scudi Arabisz ond the Unitod Arzb Emiratceg, ond to Lring
t0 the ferefront of development izsucs the nced for finding new invesinent
opportunitics and improving the abscrptive capaeity of the ceconcmics comecaernod,
nd questions relating to the composition ond geographic Qistribution of theip

fircign esscts holdings.

With respect tc the non--il cecnomicg, Jordmn exhibits thoe highest degree

of Cependence on the inflow of extorn-l roesiurces to finance capital formntion.

This country haz been persistontly cxpericncing negative govings rates which

£y-v

hove hind 2 be covered by on infl.w of resources from thc “utsidec world in order
to mect the financinl recguircnents of invcstmont, o8 well as, currcat &overnment
cxpenciturcss. In both Lobencon cad the Syricn Arebh Republic, nationnl savings
financed srcund 80 per cent of capitel formation during 1568-1S70; since then

the savings/investment rotic hes rison shorply in tho iztter.

ﬁﬁ/ It is worth mentioning that whereng, in both Kuwait and Soucti Arcbin, the
surplus of sovings over investment was asscieiatod with relatively ropic rotces
of grewth in capital formation, in Irag there was only o nominal cxponsion in
investment in the period considerc?.

fen.
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V, THE EXTERNAL ZECTOR: MAJCR TRENDS AID

DT TATTTIAT L TITN £STTIR O
: P«uu&lq.mPAl.J S p U

Foreign trade 2layve a crucial role in the ecconomies of the
region, Direcily, precduction for exnort nrovides Dy far the

o
largest single cource of income iIn the oil economies, Indirectly,

o)
the comtribution of exports ito the development urocess in these
countries permeates all asdectis of economic activity; exdorts not only

-~ -

constitute the main source of Toreign exclharge, but are ziso at the

(a3

. basis of the bullz of public revenue and, consszguently, the major

determinant of the level of imports and public sector activity,
Production of goods and services for expor:t ig also a signilficant
?'determinant of iIncome levels in tle mon-oil ecomnomies., lMoreover,
Z;export proceeds, witlh some ezxcentioms, contridute an important pari

of the foreign exchange with waich these countries ~arse and srovwrin g

¢ '.5/
b - o~ by
b demand for imports is Financed.—

SN + - e A E

Insufficient diverscification of tlheir ecoromic structure,

.

} narrowmesa ol the production base and the need to build up »roductive

l capacily, rencder the countries of the region heavily dependent on

]

b imports, loreover, these countries also need, in varying degrees,

[

-
t

b substantial Zmports of intermediate »roducts, foodstuff and manufac-
2]

b tured counsumiers! goods to supplement domestic sur

nliesg towards
. +

-

E meeting a rapidly rising level of demand., Some covmiries — r.otably

)
[ the oil-producing and the lecs developed ones - alsc rely very
f heavily on foreign labour imports to malke up for tlheir acute

-9 =

| deficiency in giziiled manpower,

f&j/ The gsignivdicance ¢f exports Tor the countries of the region,
hovever, goes beyond their guantitative importance as a cource of
income, foreign exchange and government revenue, Froduction for the

b world marlket provides them with an coportunity to overcome a major

t obstacle to industrial developrient, namely, the cmallness of. their

t domestic markets, Such nreduction has to withstand the test of compe~
tition from other supniiers, Thais, inter alia, impiies a need to

| observe more sirict efTiciency criteria and rational production

b techiniques than is likely to De the case with vproduction vhaich is

t oriented towards meeting locail demand,

/oo.
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Thus, develovments affecting exnoris and supplementary sources
of Toreign exchange, and imporits and other competing claims, is of

~

great corncern to the countries of the region,

A, Overall expnori and immort iLrerds

o

Botkz, the value and volune of trade of the countries in th
region, as a whole, have expanded very rapidly sirice the beginning
of the nineteen seventies {see table 15). Compared witl: an average
armual rate of growth of 9 per cent over +he lagt decade, the
aggregate value of merchardise exzorts from the rezion rose by 37
per cent per annum in tlhe period 1970-1973. At the same time, the
annual growth rate of inporis accelerated from 6,3 to 21 ner cent,
Both, the o0il and non-oil countries contributed to this rapnid
expansion of trade., Trends in exports and imports, however,
iifTered sigrificantly as between the two groups of couwntries, and
among countries within each groun, Thereas total exports and
imports of the oil-producing countries expanded Dy 38 and 18 per
cent per annum between 1970 and 19713, respecfively, the corresponding
flows of the non-oil couniries in the region recorded growta rates

averaging vetween 20 and 25 per cent during the same period.

Jith the exception of the Deriscratic Yomen - viere, Dboth,

exports and imports continued to Fall - significant pogitive

£

-~

deviations from past trerds were recorded in the rest of the region,
T

-~

Trhe average armual ratc of cxnansion of exports during the firs
three years of the vresent decade as compared with the nineteen
sixties, accelerated from less than & per cent to 28 and 32 per cent
in Iraq and XKuwait, respectively, fron 12 to 33 per cent in Saudi
Arabia, ITrom 12 to 20 per cent in Jordan, from 19 to 35 per cent in
Lebaron, from about L to 19 Per cent in the Syrian Aradb Republic,
and Ireom =11 to 23 ner cent in Oman, The rapid increase in imports
of the non-oil ecoromies, and of Irag and Cman amoing the oil
economies, should also be noied, However, with the possible

exception of the small oil-oroducing couniries and of Lebanon,

[oee




tae absolute level of impor : ! remaine 7 in the region,

Ls/
highlighiting the scope and n : furtier ex; j Iin the non-
0il economies, the scovne Tor rvanding ingorts will continue to be

-

nainly a funciion of Irowth cheir foreign exchan earnings and
of import-competing claims, Given the expected continuation of
high levels of export earnings, *he pace of imnort n in the
0il economies would seem to dedend nmain v on their
aosorv additional imvorts, The nresent lovw level of
2ead in several of these countries is indicative in this
Attaining the overall growih target of at least 6
um in the gross product of develoning countries as a whole
during the secondé Develonmen:t Decade implies, inter alia, an averag
annual exparsion of "somewhat less than 7 ver cent in their imports
and somewhat more than 7 per cent in exports", Indications are&z/
for the region as a whole, these targets were cxceecded Dy a
significant margin in the first three years of the Decade., The
growth in exports fronm tlhe region recorded during this period
was the result of the association of high prices wit: largely

increased guantities, Tae region's exdort cuantun index increased

at an average annual rate of 15 ner cent between 1970 and 1973,
4T
[ %

compared with 9 per cent over the second half of the last decade,

ho/ In the period 1971-72, the ave;a ge level of imports per head
ranged from $1LL5 in Qatar o $82k in Zuwait, $262 in Lebanon, $139

in Oman, $120 in .:nud1 Arabia, $112 in the Democratic Yenen, $99 in
Jordan, $70 in cach of Iraa and the Syrian Arab Republic, and

$10 in Yeren,

L7/ Based on trade unit vaiue ar d guantum indecies relating to the
"Asian Middle Bast" region +whaich includes in a&ci51on to the countries
served by ECWA, Cynrus, Iran and TLrboy (oeo United Hations,

Iionthly Bulletir of Statistics, October 197k),

/0.0
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the same tine, average expori prices, which remained viritually

2.7, X} . . (23
the nineteen sixmti roge Dy 17-18 per

orice goins, Lowever, scem Lo ave beer wentrated

mainly in the oil economies witl: the exception of the an Arab

Republic whiclh renorted similar rates of orice increeses, Tae rise
in Syrian export ori grrever, was asgociated with some deciine
in the quantum of expo - g in Jordan the export

guantun index rose o TS t S R cent between 1970

and 1973, and iz p Y T t C i the period 1970-1972,

3. R

Notwithstanding <the ; g n ; arnd its

quantum of imports, for the region as a wh betireen 1970 and 1973
remained guite substantial at 13 rexr cent per ammuwl, compared wit?

o Pl

7 per cent curing the second half of the last deceade,

from thae oil
econonies, ing the I T z L tiae current decade, should
be viewed nainly agad e sharp ri ] l pricec since
alnost complete price stagnation,
rapidly increasirg production in
2e Unitcd Aread BEmirates, and with
the remaining oil-nroducing
of agricultural output continued
to be a major factor influcencing the velume of trade i- the non-oil
econoniec, as well as the level of non-oil irade in Irag, In

.

Lebanon, houvever, the expansion in exports has been propelled by

rapid growth recorded irn exports o industrial products, waereas

S

L8/ Ibid,

49/ Wotwitnst ncing a 13 per cent decline in outnut in 1972 as a

result ol strained relations between the iraqi Government and the

international o0il companies which culmirated in the nationalization
Y » -

of Irag Petroleunm Commany (IPC) in June of that vear,

/.0.

ooy o
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the Syrian Arabd Republic the recerd agricultural harvest o 1272

and the countinued fact rice 1n the walue o uel exports account
Tor the good exsors performance, This rapic exsencion in 2upnorts
2as been alloved to Se rellected in increaced imports in boih ~rag
and the Syrian Lrals Resubiic where tho import trade is urder the
control of the wublic gector, The trade of both Lebanon and o

Jordan, has been adversely ariffected by the intermittart closure eof

the Syrian-Lebanesc border, In addition trace in these tuvo countries

(6]

sulfered along with that of the Syrian ab Resublic from the

dlsruption caused by the War with Israel in October 1873, I= the

Democratic Yemen, the reduced level of operations in the refirery -

waere the bullr of the counirytls exdorts originate - explains %he
Fall in the level oo exnorts,

The recent Gevelonpments in the exnort and import trade o
countries in tie Tegion have tended to reinforce tiie rTositive trade
Dalances in the oil econoriieg, and to accentuate the trade deficits
iii the ron-0il ceon mies (see table 15). Thus, the combined surplus
of the 0il econemics Tose Irom an av rage of about $4 billion in
19€3-1970, to 510,1 Pillion in thZe poried 1971-1973, while the
cverall +tr

¢ deficit of the none-oil economies expanded Trom $0.75

ac
to $1,1 Billion, during the sane »eriod,

The su?stantialiy Tast grovii in merchar Cise ADO?uu relative

ratio of exports to imports in

(ol
6]
(XN
k3!
iy
O
H
(33
&)
H
o
)
fod
(0]
O
!:;-
"
]
)
H
,;A
6}
()
H
&3
ot
k
0

¢s from an average of 2,9 in the periocd 1960—1970, to

3 (see tadie 17), has becn largely due to the
impressive increases recorded in the export/import ratio of Saudi |
Arabia, Kuwait and the United Arab Imirates, Irag's exoort/imnort

ratio, Lovever, registered a small decline during the samc interval,

O the wiiole, the relationshin betveer e- tporte and imdorts in the

1

on~oil economies haogs changed Oﬁly slightly in recent years, trith

the export/import ratio averaging 0.4 in the period 1971-19753,

/eoe
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Tatie 17. Bxport/import ratiocs, selected periods

- 68 -

v 2 b/ \
Country 1961~63 1968-70 1971-72 1971~73
Regional total 1.66 1.96 2.52 2.69

0il economies 2.61 2.90 3.68 4.07
Iraq «96 2635 2.06 225
Kuwait 62 2,42 3472 3.68
Qatar - 2,81 o ces
Saudi Arabig 3.27 3,22 4.81 431

Non-oil economies 0.4 Q.42 0.35% 0.40
Democratic Yemen G.T7 0.64 0,69 0.70
Jordan 0.13 0.21 0.17 0.17
Lebanon 0.14 0.32 0,40 0.38
Syrian Arab Republic 0.70 0.56 0.50 0.52
Yemen ces 0,1 0.07 0.06

Source ¢ United Nnations Economie Commission for Western isia, based on
?

data compiled from national ond international sources.

2/ Exzcept for Scudi Arabia (1962-63).
b/ Except for Yemen (1969-70).




Sk n e

It saould. be noted, lowvevor, Lliat among this 2 ol courtries
only Lebanen hat experierced steady i : ! exporz/*mno%“
ratio over an exterde:

ratioc of the remainins

or falling ratios,

The year-to-year variations ir % X T tlie regionls trace

) -

during the laut Cecade have wle degree ol
nual variations siow a much
gree of dispersion i average rate in the trade of
the non-oil economies, rclative t e ¥o T the oil econonies,
cotz country groupings, Lowever, the degree of disnersion is aigt

-~

for immorts ths % oris, except in the 2se of the Syrian Aral

fRepublic, At +the country level, the Democrat Temer, the Syrian
b Y » ’ VE!

Arab Republic, Irag and Jordan experiencaed a higl irregular
rattern of tracde expansion relative to the situation of Lebaion,

Kwrait and Saudi Arabia, wiere trade folloved a rmich smooiaer vavtern

<

o

of development,

CRY

B, Trade divergification

The Intnrnab~0ﬁal Devcloe: nt Strategy nute con
‘ of divergl“ying the’export trgd

developi ng couniries, bDoth in terms of cormodit
as geograpiical concentratior, Caranges in
cal distribution of import trade could also
cations for develoning couniries Dy
of complementarity between the indigenous
-and the vulnerabi ity that such in: erden

response to changes in cxternal cconomic

0

EO/ The degree of di gpersion of the annual variations arourcd the
average narrowed doun appreciably since the start of the oresent
decade,

/C'.




both export and import in several countrics of the region,

i

but on the whole there ig tili a iong way to go particularly to

change the traditicnal satver of reliance on the exvort of a

S

Tew primary commodities and % ¢ complete denendcence on

imports for the sunply of

The strilzing feature o

is its extreme devendence on

-~ -

has been achieved so Tar by way

table 19), HMorcover, wiile Tuel cexoorts

= -

rocessed and semi~-processced oil preducts in Bawreirn and contal

L)

gnificant component in this form in Dot Xuwait and Saudi Arabia

o B

~~

ocuprising about 10 per cent of the volwie of crude oil piroduced
in 1971—1972), Qatar and the United Arab Emirates continue to
export their entire output of oll in »rimary form ard Irag exports

only small quantities of refined products,

Manufactured goods {SITC 5-3) are of soue significance in the
export trade ol Bahrain, Irag and Kuwait accounting, during tae
period 1971-1973, for about 80 and 20 per cent of total non-oil
exports of Bahrain and Iraq, respectively, and to 70 ner cent of
Kuwait's non-oil expoxrts by the end of the last decade., These
ratios, however, drop to l.l1 per cent for Irag and 2,9 per cent for
Kuwait when based on total exports inciuding oil, Waile re~exports
explain, to a large degrce, the high and growing importance of
nmanufactured goods in tie non-ocil cxport trade of Bahrair and Kuwait,
it i

worth noting that recent trends have been strongly infTlucnced

is
by the start of production and exvoris in Botrain's aluminivm smelier,

-

and¢ by the expansion in the output and exvdorts o chemical fertilizers

in Xuwait,

The export structures of the non-0il cconomies reveal considerably
more heterogeneity cmong and within themsclves, compared with the oil

. . . . 1 . -
econoniies, With the exception of Lebanon,2~ nrimary cormmodities

FOMT STE T L0RL NS e Beeo okt A Y L oy e Mewa. s

51/ The appareant high dependernce oi Democratic Yamen on exports of
primary commodities refiects the inclusion of refired nroducts
in this category,
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Table 18. Index of regularitv of change in the value of trade
1962-1973%

o/ 7
1962-1970% 1971~1973~

Exports Imporis Exports Iaports

Total trade 42 . 5
0il economies
Irag
Kuwait

Saudi Arabia

lon-0il economies

Democratic Yemen
Jordan

Lebanon

Syrian Arab Republic

Yemen G4

Source : United Nations Fconomic Commissicn for Western Asia, based on data compiled
from national and international sources.

*  For the methcd used in calculating the regularity index, see footnote 19, p. 16.

g/ 1963-70 for Saudi Arabia.
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The CHEBA counmiries are major sunniiers of iaports to Iragq

and the Syrian Arab Rejudlic, faving »rovided 20,8 and 17,8 »er cent

of tlhese countries resoecti imnorts in 1972, compared with 21,8

e A

The CHEA countries also -ave been

grilicant but much lover mortiocss of. imports to other

-

e -

vle region includiung Demoscratic Temen, Jordan and

Iaports from Caina zre o7 gorie impeortance in the cage of
t2e Syrian Arab Republic, Irag, Kuvait, Democratic Yerie:, and
Jordax, accounting for L, 3¢5, 2,0, 3.2 z2aa 1,9 nder cent oF total
imports in 1973, respectively,

' Ce Intra-regional trade

O the whole, intra-irade occupics z very modest place in
tihae trade of tre regzion cal L)e By the end of the nineteen
sizties, less than 7 der cernt of merer countries! exnoris was
marizeted withiun the regicr., representing only a marginal irprovement
over the position in ile degimning o the decade, This szare fell
to & per cent uring the period 1971-1973 on account of the

relatively more rapid expansion in the export of oil-producing

countries, as well as, of Jorcdan, Lebanon and the Syriar. Arab
oA
o

Republic to outside the region, Similarly, imsorts from wiithin
the region lost substariial grouwnd in e 1 : e
- Present decade, dropping to less tagn 1 b ol the total, -
In particular, Sahrain, Lebanon, Saudi Arabia and Yemen sgeen to

Qave reduced their relative dependence oxn regional supnlies,

The Regioz, however, coantinues to be of prime imporianc
Eolie] ~r 4 =N are xa -4 = 2 - T AN v o e Te
2@ export trade o the non-oil gcoonies, abgorving during

1971-1973 some 351 per cent of Jorcar's exporis, 4L per cent of

ot

Iuports from the CMEA cowntries ceclined betireen 1970 and
1873 from 9.9 to 4,8 »er ce=t in Jordan, from 12,3 %o 5,2 Dor cent
in Lebanon, but inecreased Trom 2.8 to 6.5 Per cent in Democratic
Yenemn,

/.OO

o o ey

T e ey e




R

L] Y e ——
SOPINOB TUHOTABUIONUT wozy peTtdwmoo G3@p O Pasvq BISY UIO}SON 40F UOTSSTUNO) OTWOUOOR SUOTHEN DOITUL T BOInog

9° 1~ 2* 0T T° 0=

Lot 66 LvT et ot 8°9 0“9 SeTIFUNOD TTV
0%6¢ 9"~ Lect ¢ T- 661 9*1¢ 6°68 6°0¢  L*¢S Ade17 usmexX
o*¥e gege 0° g9~ 0°9 6°T 8°0 2o 1 2°0 2°¢ ¢TI £090ITUY qvIY PojTUn m
8Tt &L R c*0 ¢°¢T 2e¢T T°¢T 2'8T  Yese 2°62 ottqndey quay uvTIify |
0° G- T°0¢ 0*Gg~ 6°T¢ Gl b LT 6°9 c*z 2°9 ez VIQBIV TPNES ]
0700T 9" 005 2 ge- 0L 2 2*¢ LT 60 LeL B35
0*09~ 9°L1- AR 6°91 1°0 . yo b 1°0 20 191 urumQ
L'LT bre- 0°*L¢ 6°LT yeg g° 4T G 12 9°Ch  T*HS 661 uoueqeT
0*02 1°6T 0*¢g~ 2T c'g Gl e T°1 A 9*2 JTUOMNY
o et 6t T 1T pe8T G602 ¥°9T 0TS T'LS £*89 wEpIOL
9L V6 Levt- 29T 0 co 0°¥ s L9 Gob buar
0°ge- 6L~ C VT Co T 1°92 0"z G*0¢ 9°¢T  ¥°L G* 21 UemWe ) OT}RIOOWI(
0°08- €°6TT 0%QL~ 0°62 bebe 6°06 g1 9°¢ 69 6°T uteIyByg

£L-0L6T 0L-2961 mmnmmmw 0L-296T CL=TL6T 0L=896T V9-296T ¢<L~TL6T OL-896T V9-2961
s3.zodmy . syzodxzy : sqxodmy sqxodxy
(3us0 28d) SUCTI®TIex IBNUUE GORIDAY SOJIBUS O0GBIUSOIDJ

€L6T = 2961 ‘opBI3 TBUOTIOI-BIJUT JO UOTINTOAF °*TZ °Tq%8]




a-

-8l - |

I

those of Lebanon, and 31, 108 ond 15 per cent of exporis of Yemen, j

3%

the 8yrian Arab Renublic and Jemoceratic Yemen, "espectively, The 'ﬁ

[ Tegiom also provides “he mairn outles Tor e cxmporits of manufacitured f

K] g -~ P IR I SR
AU geni-rmanulac wlred SOOGS Znom

°n memder countrieg,
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Ta
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e
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et
H
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H

] - oA - e 8 m A o d
=8 Ueren noting thie relatively
e SN

low scignificarmce of

3 g oy s Bl R .~ R PR B -
inra~irace ITlowe Tor coumnTries widich arae

merders of regioral grouzings and/er intergovernnental bodies, the

odjective of mich to Dromote regionzl trace and intezration

(see taple 22), Thug, in the

years o trz Second

Development Pecade, intra~trade, on the average, re»resented about
“

3 and 4 per cent of export and iimort trade, “ewvect‘vely, in <

o e

ERPIR

- e s -~ - - r Q 1
=our memder countries of the Arad Corrior Marizet (ACi}i~ y and 3
and 5 per cent of Lhe corregcponding flows in the case of t2e severn

aember countries of the Cowrmeil o7 7ad Economic Unity (CAEU).

lioreover, as a commarizon of tabtleg 21

i
+ annd

22 reveals, Irag, Jordan

s

and the Syrian Arab Re sublic are Dy far more cerendent cii otlor

cowmrtries in the reglon Ilor nariieting their exports tlran on Lthelr

< P

i

common marizet naritierc. Witk res- zect o imporie, Lowever, boltn é
Ir arnd Jorda are ahoul egually depeudent on their co-mon marizet
?

artners as o1 otiler couniries o the reglon, waiereas the Syrian

Ared Renublic Cepencdence cn the former sroun isg appreciadbly greater,

at is remariraldle abous: t2e evolutiorn o7 intra-regional

y L8 the Tact that it has belind it more than twen Ty

- ey A ey o 2 - P e BRSNS 4 o - b e - ] . - 3
Years ol ciloris ard various Iormis of bilateral anid mulvilateral ;
4 F
—relorantTal tradites orvaae Ay e o ast . T orariodee maloadsdos Nk e
Frelerential tradi MF arrarigenencs s 800 Yel remaine reloitivel LY oX
KR 2 vane, a £ - oy EC IR ) : .
80 little imporiance, Critical asgescment of the digapoointing

pverformanice of intra-rezional irace rToach and

4l B T U Ay g Ee 2o g gun g v e 3 . JOR NP
}o/ 4 striliing Teature of trade erong ACH cowiirisz, and for that
matter of. intra-regional trace flows im general, has been the

ke ~

exvrenie ingtadility in the Jear=to~yecar values o; bilateral trade r

Y
- - 3 2 - S~ o -
wEing Dolitical reiationshine,
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technigues used, with their urcdue emplrasisc on trade liberalization
measures and policies and reglect o otlier more or equalliy
important Tactors, such as tre narrowness of the produciion base
and inter—country differences in socio-economic systems and levels
of cevelopment, wrould “ave to be Crastically modified, Consequently,
appeals have becn made in Tavour of radically new approacles,

These visualize the expansion of irade as part of a wider process

of regioral co=~overation and integration and call upon newr Toimis

of co=-operation that are lecs ambitious in their objectives, at
least in the sort-run; nore Tiexzible in their operation to zllowr
for the differerces between the soclo-econonic systems as well as
the levels of develozment ol the varicus countries o7 the regiong

and, nore selective in coverage, aiming onlvy at the identification

s
o selected areas i '@ cooperation is seen to be mtually

)

cnex

Gl

icial, But a%t the core o the change in approacii and fora
o &

lies tiie realizatior that the develonuent of the productive

"

siructure and base, alonz complementary lines, is the esgential

Prerequisite Tor ihe exnansion of intra-regional trade, Tuis
avareness has reflected itsgelsr in a growing enctausiasm £or co-

T production, more particulari- For the
b & e

1} ~

o
int veatures tarough tle creation of mulcinational

What is cncouraging, howvever, ig that thais new line of
thinlring has been satiiering momertum at a tine when external circurt-
stances are Wcrking to cement closer nclitical relations between
the countries of the region iich could not. fail to swill over inte
the economic field, At tze same tine, several countries of the
region are accuwmulating surplus funds 24 unnrececcdented rates, anrnd
Tor which the region would »rovide a natural cutlet, These develop-
ments nave also coincicded with the establisiment of the first

regional development vanlz, nanely, the Arab Fund Tor Econonic and

Social Developnent as weli as expanding and/or cstadblishing
national ceveloprent Tinance ingtitutions with a regional scope

R )

 operationgc,

[¢]
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Table 22, Shore of intre-trade in the trode of
selected country groupings
(in per cent)

Exports Inports

1962-64 1968-~70 1971-73  1962-64  1968-70 1971-73

Areb Common Maurket (.CM) 2.6 4.0 3.1 2.8 4.7 3.8

Egypt 2.7 2.9 2.8 0.1 1.7 1.6
Irag Ce7 3.0 2.0 2.6 4.0 2.2
Jordan 2544 21.4 21.7 10.2 9.0 9.0
Syrian Arzb Republic 8.4 11.0 Te2 8.8 9.4 8.1

Council of Arab Economic

Unity (CAEU) 2.8 3.4 2.7 4.1 5¢4 4.7
Egypt 5.3 5.1 4.7 344 3.4 3¢5
Iraq 1.2 3.9 2.9 3.0 4.5 3.2
Jordan 39.6 35.6 32.1 Teb 9.3 9.7
Kuweit 1.3 0.2 0.4 1.6 4.2 3.2
Sudan 4.3 4.9 5.8 4.9 5.1 5.5
Syrian Arab Republic 9.5 14 .5 8.5 9.2 9.6 8.5
Yemen - 0.6 - - 23.2 6.6

Scurce : United Nations Economic Commission for Western ALgia, based on
‘ data compiled from internstional sources.

The sign (~) signifies nil or negligible.
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these transaciiors Tor reserves holdings, The balance of
rings togetlier all o° g counitrylg transactions witha the

7
the world and sovws the resulting noverients in reserves,

international liguicity rPosition at any tine slhows the
cumiiative effect of Toverients in international regerves up to thak

point,
Hajor balance of payaent Tlous, covering the neriod 19683~ '
1973, Tor taree oil ecoronies (viz., Iraz, Kuwait and Saudi Arabia)
and Tour non-oil economies (viz., emocratic Yenen, Jordan, Lebanon
and the Syrian Aran Republic} are siowm in %able 22. A distirciive
Teature of the payments situation of the 6il economies regides in
the exictence of = large and »

S e & - v, s
re.otent trade surplus, This

exception of Irag, where te amounts involwved are rather negligivle,

transferes avbroad tend to reduce Turther the tracde surplus, These
transfers, while continuing to reflect heavy reliance on expairiate

skxills ang labour, have assuned ar increasingly
since 1957 with the commitment of voth Kuwait ardg Saudi Arabia to
oxtend Tinancial aid +o “gypt and Jordan, and leter on to the

and Saudi Avrabia
T s aeld by the
Central Governiment, Kuraid Furd ©or Arab Econom ¢ Developnent
(KEAED), Central Banik, cormiercial barits and privaite invesgtors,
Thesge earnings helwn congsideradly to oflset part of the countrylg
large deficit incurred with respect to otlher transactions in the

servicesg account,
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Syriar. Aras Repudlic, The net ellTect oFf these transaction

hcwever nasg gererally been To Icave a large surnius o- current

accourt—_/ In the case ol Saudi Arabia, the surplug 2as been
ed To Luilcd us internationar regerves, though in 1873

net capital outflovs, eXleedingz SDRg CeQ billion, Were recorded,

Unrecordec casital outllovs ard translers as immnlied by the

unn oooruicnately large ang negative Daganitude of the balance of

Laynente eniry on "rmet errorg and oriisgiongh explain the changes

T~

in reg Serves and the haanmner in whienh Kavaitt g surplius on Current
account wag utilizged in recent ra

In eonirast, +the rayments situation in +-

€cenomies, ag s2o7m iw cable 23, is ¢ raclterized b the existence
bl | ’

of a iarze and Persistent trade deficis, 2is deficit is largely

Y

| offset by carnings from Services and transferg Tromn abreoad, The

i relatively Snall defici: gencrally jort on the current Qeceount ig

' to 1ntcrnational Teserves, These adaditiong -8ve DdDeon guite
su?stanﬁial in the cace of weDTIon,

An indicator ol thwe strength or wealmess of o countrylg
Provided by “he relatisngh 2in beticen the inter-
ration a1ly Qceedted meang ol paymenis it Commends and ite paynients
fleeds, In a broag Sense, ithe naynernt Rleans will include th *;

country!lg Z0ldings o gold ana Toreign execaange, itg reserve

60/ Saudi Arabia, however, recorded gp relatively cmall defigis on
account transactions in 1963 ang 1959 waich regulted i
Lo _

/l..
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Table 24— .

International liguidity and reserves/imports retios,
19501973

BT

i N () (1):
Inbsi§atlonal reizﬁwe_ Merchandise 4~(l).(3)
s (el imports  Reserves/imports
¥Miliions ¥illions (mllllgng ratio
of dollers of SDRs of dollars)
ij 0il economies
Bahrein
1968-T70 68 68 241 0.28
1971 25 88 347 0.27
1872 o7 29 331 0.29
Ir
1960~62 223 223 385 0.58
1968-70 464 464 451 1.03
1971 600 553 694 0.86
1972 82 720 713 1.10
1973 1,553 1,287 82e8 1.73
Kuuait '
1960-62 97 97 285 0.34
1968-70 186 186 627 0.30
1971 288 265 678 0.42
1972 363 335 797 0.46
1973 501 415 1,042 0.48
Oman
1971 145 134 96 1.51
1972 164 151 160 1.02
1973 &5 70 232 037
Saudi Arabia
1960-62-- 231 231 241 0.96
1968-T0 644 644 667 0.96
1971 1,444 1,330 806 1.79
1972 2,500 2,303 1,1%6 2.20
1973 3,877 3,214 1,993 1.94
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Table 24, International liquidity and reserves/imports ratios,
1860-1975 (continued)

)

. n, o il
Intgrgatlonal,gosorvggj{ erchandisge %=\l)-(3)
L v (é? _imports keserves/imporifl
1illions ¥illions (#illions ratio i
of dollars  of SDRs of dellars)

B, Non-o0il economies

Democratic Yemen

1968-70

1971 64 59 158 0.40
1972 67 €2 149 0.45
1973 76 63 17 0.45
Jordan

1960-~62 52 52 122 0.43

1968-T70 268 268 178 1.50
1971 253 233 215 1.18
1972 270 249 267 1.01
1973

Lebanon

1960-62 168 168 313 0.54
1968-70 352 355 540 0.66
1971 547 504 677 0.81
1972 575 622 49 0.80
1273 862 714 1,387 0462

Syricn Ar~b Rerublic

1660-62 27 27 220 0.12
1968-70 €0 60 343 0,17
1971 88 81 438 0.20
1972 135 124 477 0.28
1973 478 39S 585 0.80
Yomen ’
1969-70 78 78 34 2.29
1971 5 86 37 2.54
1972 110 101 80 1.38

Source: United Nations Economic Commizsion for Westown Agin, based on dote

conpiled fron internntionrl scurces.

g/ End of yenr datn on gold ~nd forcign cxchrnge holdings by monctnry euthorities,
resorve position with the Fund, plus Specinl Drrwing Rights wherc rpplicndble,
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o
growea in the region below 2otential during tae 1S80c contirued To

xert their influence irto the prosent docade, dotadble among thego
romaing tlie Arab-Isracli conflict whic culninatoed in another open

conlrontatiorn in 1972, writa varticularly da LEAglng consequences Tor
the Syrian econciy; thie adverac effects ol weather condisions on
agricultural outnut in t:a aon~0il economies; and civil

in Lebanon, interral strife in Oman, opposing guerrillas and
Government forces, arc Iraq where igktzrg witl the Xurds dDrolzo out
again in 1974k, In additicn, the region hag 1ot been sohared the

comsequences of the internsificatios of world inflaticn ard tho

digtnebances affecting the inte erzational wonesaiv g stem, Zowever
o 2

growtir in the region durirg the JTirst hall of the 1970s nhnos been
o]

particularly marized Ty aewelovne;*ﬁ in the o0il gect ™, the implicae
tious of vhich extorgd RDeyond the regicn and the pregent decade,

-

These develon: prments, by saifting Zhe valarce of power Tron the intor-

national oil companics to the produsir-~ countries witli: respoct to

———

the setting of prices, and in the dircction of increases governuent

+

control over the exploration of oil Tesources and ancillary OPCT A
tiorns, have resulted in a gharp rice in tle countries! talc per
barrel of crude oil Produced and, con- Sequently, in total oil revenucs

anG incomes, which ceuld not have been contvemplated a few yvears Dacl,

ot

Availadle w@tion indica

in e8 taat, Tor most ¢f the last
decade, output ex ipansion in the region as beer assce
varying degrees, with a recasenadle degree ¢f »rice stabiliit
19683, Lowever, an acceleratiorn in the rats of Price increase Lecanmo
apparent in scveral counitries o tho ragion, This 2ag heen rcflected
in tie movement of comurcy prices tTidich had

momientun since 1973 in virtually all countrics of the roegion,

Wnile the growth rates of national product achicved in riost
countries of the region over the last decade were higlher than the
glekal average of developing countrics and indeed, higher thanr the

global target Lfor developing couztries in DD2, the significaince of

/0.0
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Developments in £l

carrent decade Irave Heen

relations Detreen tle cilenroducing couniries in the region and the
interrational oil comparisze, with
reverting to the mroducing countries
sairning increasing contral over

resources, Uader the immact of
pe)

in production, the coutributi o] co
ourput in Saudi Aradia rose From an averzge o7 about L7 mer cert

)

in 1988-1970 to 68 ner cexnt im 1973, Fotwithstanding the lacl: of

nationral accounts statistics, it is reasonable o
and the United Arab Enirates have also experienced similar develon-

ments, Available information shows a rise of 6 verceniage

in the ganare o crude oil procduction in the GDP of Irag, Lo 37 per
cent, in 1971, Witk the sharp recovery ii irag's crude oil produc-
Tion im 1973, following a 13 per cent decline in 1972 in the walre

s - k) = A} bl
o the mationmalization ol the Irag Peitroleum Company (IPC,, crude

O

)
3

0il production could have gained Furtier in relative irmort nC2,

]

B

In Bahrain, Kuwait and Oman, under +the irliuence of deolind

[
3
&G

slowly growing nroduction, as well as more ra»nid develonuents in
other sectors, the share of crude oil production in total cutnout

o]
was only avbout 2 and 5 percentage noints higher i 3alhrain and
Euwait, respectively, in 1972 compared with the siiuation at +the

Fal e
end of the lasgst da

O

acde, wiereas in Oman the corresponding sharc

fell from 71 per cent to 58 per cent ir 1972 and 55 por cent i: 1973,

The fact that not only wrill oil be »reduced at =ore Tavourable
termsg during the balarnce of +4he vregent decade, dDut also that
Turtiher expansion in world denand dnxlng tiat period may Lave to he
met Trom countries in the region, novably SBaudi Araitia, and to a
lesser, nevertieless an important, exient Trom the TUrited Avab

Emirates and Irag, could serve o accentuate the dewnendence of

taese countries on oil unless vigorous elforis to divers: LD the

/ & 99
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Y - .
and power) over ithe nast decade relaitive to oler sectors
apparent only in Jordan and Kuv v, wacre the relat
irdustrial value-added improved D7y 3 to I merceniare

T - e = 4 < T - - .. By - - - - ol
in both countries, ranid exvansion has boeen achieved
e

elative zmooirtance of manufacituri
of Bakrain and Saudi 4radia where deslir o anounting

L

percentage »points, resvectively, can be noted by 1972,

- Asicde from Xuvait and Saudi Arabia, where oil relfining
domirates manufacturing actvivity, indusirial nroducticn ii the
relatively more indusirializmed countries of the region consistes
largely of light manufacturi:.g, Thic state o v}
to have undergone a maried clrange cver tac last decade, It rocent
gi

vears, however, sceveral countries n the recion have been giving
8

increasing attention to more canital inten ive and/or expori-

"oriented industries notably in the £i I ol Telrochwenmicals and other

crergy intemsive industrics, Tertilizers, steel and cement, With

e notable excention cf oil refirning in 3Babrain, Deuaccratic Ycouen,
¢ Saudi Aradiz ard, to = lassser degree, tae nanulfacturing

scceor in Lebaron, industrial development ir tho region remained

a olzirg, addressing itseld to domestic

demand, with very little soill-over to external markets (Jainl te

countries in the regian). 07 {Ze four relaitively industirislized

countries of the regiom, nameliy, Lebanon, Irag, Jorda:, and the

Syrian Arab Renublic, the Tirst is the only country wiich exjoris

£ - -
P A E S I (o -y E 3 e ey e o e P : P S S
a sigrifizant portion of its manufacturing wiput (around ome-~Tifih

——— g
. ~
of the *total in 1970},

It is evident *Iat tlwere is an urgent aeed to
structure of outnut in Hoih oil ard non-ocil countriec,
former group, heavy denendence oa crude oil carries with it an

element of rislz far greater than could be imnlied by a similor
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AT

.5 percentage peoinis, to 156.% mer cewnb, during e first tiwre years

of +the cecade, in Saudi LArodia, and Dy Y nercentage POinvo, to 11,7

ad

ner cent, in 1972 in Huwait,

Tavesinment expenditure bY the public gector gererally
increased during the last decade at much higker rates than private
investmernt, not only in tle countries where the system gives the
public scctor a predomirant role, nemely, Lrag and the Syrian Arabd
Republic, but also, and by no means to a lesser ex tent, in pr
cnterprise—oriented countries (uoruan, Kwrait, Lebanon and Sauvdi
Arabia). A significax tmouga widely verying, increase in the
proportion of total investment underialren Dy the public sector and,
correspondingly, a decrease in that of the mrivate soctor, occ urred

A

“1e iaformation, Rowever, rcilects Tascter

in these countries, Availa
grouth in private rized invesiment outlays, ative to public
jnvestment expendituresin Szudi Arabia, Lebanon and the Syrian Arab

Republic, since 1970,

A cormon facior underlying the chift in favour of public
: £ e desire of the countries in que

investnent ig to be found in t
c

ture necessary Ior accelerating tneir rat

to »nrovide

of economic and social develonment, 4n Iraq an

Renublic, Rrowever, the ghilt as Deen infiucnced, to a large extent,
ol

~ FRE B

by deternined Governrient effort to gain contl over thie economy and

he mears cf nroductionm vhie: culnmiated in the —ationalization

measures oFf the mid-siztics. These reasures, together with political

uncertaintics, have aad a depreseing act on private investment,
<0

causing it

The most éramatic imcreasc im the relative importance of
public irvesiment occurred in th Syrian Arab Republiic waere tle
ortribution of the pubdblic sector to total Tixed investment rose from
an average of about 38 per cent in 1962-1965 to 66 por cent in
1968-1970, Thoe public sector's share, lowever, 1as fallen somewhat

since the vweginning of the curreni decade to around 60 ner ceat of
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Tuwaic, Cman and Saudi Arcbia already realize savings rates that

&
are nigher than Tthe DDO2 target rete Tor develoning ccuntries, i.e,
£ ) = ) ’

20 per cexnt of the gross mroduct, lavirg saved, on the average, the

l

ecquivalent of 21 ner cenit, 45 per cent, 62 ner cent and 34 pe
ol their respectiive grcesc natioral products in the lasg:t t
years of tie preceding decade, I contrast

s
countrics considered have savings rates that ar

e still woy below
the DD2 torget, since these savings have mot, on the average,
excecded 12 and 1L per cent inm thie case of the Syrian Arab Republic

and Lebanon and were negative (-3 per cent) in the case of Jordan,
during the same period, The savings rate rose Juriher by 1972 in
Saudi Arabia and Xuwait to 45 and ¥2 »er cent of (P, rescpectively,
In contrast, irn Cnan the savings rate was mere than halved by 1973,
meinly under the impact of rising defonce expendiltures as well ag
recurrent outlays on educacion, healih and housing, The steady rise
in the Syrian Arad Republicl!s cavings rate, to 15 mer cent by 1973,
anc in that of Lebancn, to 15-16 ser cent in the period 1971-1972,
are also worth rnoting, Jaudi Aradia and the Syrian Arab Renublic
have alsc rcalized since %ize beginning of DD2 increases in their

t are cubstantially above the Decade's overall iarget
ent por amnwm in the savings/ocutnui ratio suzgested

c
or alil developing countries,

6]

The private sectior 2as beexn by far the larger contributor to
national savings in the six countrics Tor which informati i
available, with the excepticn of Huwait, in the period 1968-1670,
iIn Jorcan, the private sector ceonitributed all the savings occurring
irn the econony, while the public sector was dissaving and heaviiy

dependernt on exiternal aid, In the Syrian Arab Republic, Lebanon,

-<

Saudi Arabia, Iraz and Xuwait, the private sectcr accounted Tor
90 per cent, 7k per cent, &8 por cent, 64 mer cent and 50 per cent

c
of total savings generated in the cconony, resgpectively, In Irag

-

and the Syrian Arab Republic, hovever, close to 50 and 40 pexr cent,
ec

H

espectively, of tio savinge gererated in the privates se
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With resvect to the ron-cil economies, Jordsr exhibits the highest
degree of dependence cn the irnflow of external resources to finance capital
formation. This country has been persisteantly experiencing a negative savings
rate which have had to be covered by an inflow of resources from the outside
world in order to meet the fineancial requirements of investment, as well as
current government expenditures. In both Lebancn ané the Syriasn Arab Republic,
national savings financed ercund 80 per cent of capital formetion during
1968-1670; since then the savings/investment retio has risen sharply in the

latter.

Foreign trade and payments

Trade in the region, as a wnole, has expanded very rapidly since the
beginning of the nineteen seventies. Compared with an average annual rate
of growth of 9 per ceat over the last dccade, the aggregate value of merchandise
exports from the region rose by 37 per cent per annum in the period 1970-1973,
while the rate of growth of imports accelerated from 6.3 to 21 per cent. Both,
the cil and non-oil countries contributed to this rapid expansion of trade,
with exports and imports of the former group of countries expanding by 38 and
18 per cent per annum, rcespectively, and of the latier by 20 and 25 per cent,
between 1970 and 1973.

With the ezception of the Democratic Yemen - where both exports snd
imports continued to decline - significant positive deviations from past trends
were recorded in the rest of thergion. Compared with the nineteen sixties,
the average annual rate of expansion in exports, during the first three years
of the present decade, accelerated inkl'aq and Kuwait from less than 6 per
cect in each to 28 and 32 per cent, respectively, in Saudi Arabia, from 12
to 33 per cent, in Jordan from 12 to 20 per cent, in Lebanon, from 19 to 36
per cent, in the Syrian Arab Republic,from about 4 to 19 per cent, and in
Oman, from -11 to 23 per cent. The rise in imports of the non~oil economies,
as well as of Irag and Oman among the oil economies, should &lso be noted.
However, with the possible exception of the small oil~producing countries.and
Lebancn, the absolute level of imports per head remains low in the region.

Given the expected continuation of high levels of export esrnings, the pace

of import expansion in the oil economies would seem to depend mainly on their

/een
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capacity to absorb additional imports., The present low level of imports per

head in seversl of these courtries is indicative in this respect.

Attaining the overall growth terget of at least 6 per cent per annum
in the gross product of developing countries as a whole during‘the Second
Development Decade implies, inter alis, an average anrual expansion of somewhat
less than 7 per cent in their imports and somewhat more than 7 per cent in
exports., Indications are that, for the region as a whole, these targets were
exceeded by & significant margin in the first three veers of the Decade. The
fast growth in exports fron the region, recorded during this period, was the
resul® of the association of high prices coupled with increased quantities.
Average export prices, which remained virtually unchanged during the nineteen
sixties, rose by 17-18 per cent per annun. These price gains, however, seem
to have been concentrated mainly in the 0il economies. Notwithstanding the
rise in international prices and its adverse effects on the purchasing pover
of exports proceeds, the rise in the volume of imports into the region was

quite substantial between 1970 and 1973,

The rise in the level of exports from the oil economies, during the
first three years of the current decade, should be viewed mainly against the
sharp increase in cirule oil prices since Februsry 1971, following a decade of
almost complete price stagnation. Higher prices were associated with rapidly
increasing production in Irag - despite a 1% per cent reduction in 1972, Qatar,
Saudi Arabia and the United Arad Emirates, end with declining or slowly growing
production in the remaining oil-producing countries. Variations in the level
of azricultural output continued to be a major factor influencing the volume of
treis in the non-oil economies, as well as the level of non-oil trade in lIraq.
In Lobanon, however, expansion in exports has been entanced by a rapid growth
recorded in the exports of industrial products, whereas in the Syrian Arab
" Republic the record agricultural harvest of 1972 and the continued fast rise
in the value of fuel exports accounted for the satisfactory performence of exporis.
This rapid expansion in exports has been allowed to be reflected in increased
imports in both Irag and the Syrian hrab Republic, where the imvport trade is
under the control of the public sector. Trade betwecen Lebanoﬂ and Jordan
has been adversely affected by the intermittent closure of the Syrian-Lebanese
border and further suffered, along with the trade of the Syrian Araeb Republic,

from the subsequent disruption caused by the Var with Isrsel in October 1973.
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In the Democratic Yemen, the reduced level of operations in the oil refinery -

where the bulk of the country's expcris originate, is accountable for the

decline in exporis earnings.

Recent developments inthe export and import trade of countries in the
region have reinforced the positive trade balances in the oil economies, and
accentuated trade deficits in the non-oil economies., 4As a result, the combined
surplus of the oil economies rose from an average of about $4 billion in 1968-
1970, *to $10.,1 billion in the pericd 1871-1973, while the overall trade deficit
of the non-oil econcmies expanded from $0.75 to $1.19 billion. The substantially
fast growth in merchandise exports, relative to imports, reflecting a rise

in the mtio of exports to imports in the cil economies from an average of 2.9
in the period 1968-1970, to 4.1 in 1971-1973, has been largely due to the
impressive increases recorded in the cxport/import ratios of Seudi Arabis,
Kuwsit and the United Arasb Emirates. On the whole, the relationship between
exports and imports in the non-oil economies has changed only slightly in

recent years, with the export/import ratio averaging 0.4 in the period 1971-1973.

Although some encouraging trends are discernable with respect to the
diversification of both export and import trade in several countries of the
region, there is still a long way toc go in order to change the traditional
pattern of over reliance on the export of a few primery commodities snd the

almost complete dependence on imports for the supply of basic squipment.

A striking feature of the exzport trade cf the oil economies is its
extreme dependence on fuels, and the very little that has been achieved so far
by way of export diversification. Morecver, while fuel exports consist entirely
of processed and semi-processed products in Bahrain and to & smaller extent
in Kuwait and Saudi Arabia, they constitute crude oil in the case of Oman, Qatar and
United Arab Emirates. Irag exports only small quantities of refined oil
products. Manufactured gcods are of some significance in the export trade of
Bahrain, Ireq and Kuwzit accounting for about 80 and 20 per cent of total non-oil
exports of the first two countries, respectively, during the period 1971-1973,
and fer 70 per cent of the non-oil exports of Kuwait by the end of the last
decade. These ratios, however, drop to l.1 per cent for Irag and to 2.9 per cent

for Kuwait when based on total exports, including oil.
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The ezport structures of the non-oil economies reveal considerably nore
heterogeneity anong and within themsel?eé,~compared with the oil econonies. With the
exception of Lebanon, primary commodities still account for more than three-
querters of total exports. Lebanon represents o unique case in the region
vhere its exports of manufzactured goods have by for surpassed primary
commodities, rising from less then two-fifths in 1961-1963 to over two-thirds
in the first two years of the Second Development Decade. A notable increase
in the share of nanufoctured goods has also occurred in Jordan, bringing it
to 25 per cent of total exports during the period 1971-1973, compered with 5
and 13 per cent at the beginning and end of the last decade, respectively.

In the Syrian Arab Republic, oa the other hand, diversification in the
direction of manufactures has been very slow, but within the category of
primery commodities the emergence, towards the end of the nineteen sixties,
of crude oil as an important export item has tended to considercbly reduce

the couniry's reliance on its traditional exports.

Two main obstacles have been hindering the process of export diversification
in the direction of manufzctured and semi-menufactured goods in the region.
The first, =nd probably more effective obstacle, reiates to the narrowness
of the domestic production bezse and the inward-looking orientation that the
development of manufecturing industry in the region has generelly teken.

The second obstacle, which in many respects is linked with the first; relates
to problems of access to world merkets, perticularly those of the developed
countries. International action to facilitate the export of manufactured
and semi-manufactured goods from the developing countries to the markets of
developed countries culminated in the introduction of the Generalized System
of Preferences {GSP). The GSP, however, turned out to be of only merginal
benefit to countries in the ECWA region in view of the restrictions the
donor countries have imposed on their readiness to import cexrtain products

of export interest to the region, therelatively unimportant position which
manufzactured goods generally occupy in their exports, and the existing
geographical pattern of exports where very little of exported manufactures
find their wey to markets cutside the region. However, developing countries,

including those in the region, will have the oppotunity to take part in the
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forthcoming multilateral trade negotiztions which will cover trade in both
primary commodities and manufactured gocds and will deal with non-tariff as

well as tariff barriers.

Turning to imports, manufactured goods are found generally to account
for & lérger proportion of total imports in the oil economies compared with
the non-oil economies. it the same time, imports of primary commodities to
the first group of countries mostly consist of food products, reflecting a
high degree of dependence on external food supplies, self-sufficiency with

respect to fuels and a relatively low demand for the imports of raw materials -

in turn a reflection of the stage of industrialization attained by these

countriss,

With some exceptions, no definite trends can be discerned regarding

changes in the structure of imports of countries in the region. Available
information shows that imports of manufactured goods have gained in relative
importance over the preceding decade in each of Irag, Kuwait, Jordan, Lebanon
and Saudi Arabia, but that in none of these cowntries did the gain exceed 6
percentage points. However, significant increases in food imports in the early
part of the nineteen seventies have offset earlier developments in Iraq and
have induced a rise in the share of primary commodities in the total imports

of Democratic Yemen and the Syrian Arab Republic. In contrast, the share of
manufactured goods in the imports of Lebanon recorded a further rise of 5
percentage points. These movements have been sssociated with some improvement

in the relative share of imports of machinery and equipment in Lebanon and Yemen.

4As for the geographical distribution of the export trade, it is evident

that the ECW. region provides only a marginal outlet for the oil economies,
reflecting the overwhelming importance of o0il -~ all of which is virtually
consumed outside the‘region - in their export trade. In contrast, the region
remains & major market for the exports of the non~oil economies as & £roup.
48 an export outlet, the enlarged EEC is of special importance for the oil
economies of theregion, absorbing over one-half of their exports., The EEC
also provides an important market for the products of the non-oil econonmies,
with the exception of Jordan, taking on the average more than one~fifth of

their combined exports. This overall picture has changed only little in recent years.
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The North American market, which has lnst concideratly in importance in the
latter psri of the mincteen giztios an an oublct for the oll econonies, recovered
its position and tcok close %o 6 per cent of these countries! export, by 1573.
Japan maintained its position as an important market for the o0il economies

by absorbing 15-17 per cent of their cembined exports. On the other hand,
only 1.3 per cent of exports from the mon-0il econcmies found its way to this
market in 1973, compared with 6.3 per cent in 1570. The taree countries in
the region with significant exporis to the CMHi countries are Lebanon, the
Syrien Arab Kepudiic and Yemen, which in 1075 sent to this market about 4, 23
and 6 per cent of their exports, respectively, compared with 5, 19 and 32 per
cent in 1970. PFinally, it is worth noting that China hus been an important
market for Syfian products, absorbing in recent years 7-8 per cent of total
exports. This market also took, in 1973, some 16 per cent of erports of

Yemen and 4 per cent of those of Democratic Yemen.

Some significant shifts have occurred since the beginning of this decade
in the relative positions of the region's major suppliers of imports. The
ECWi region lest in importaonce with its share in overall imports falling from
14.4 per cent in 1970 to 6.7 per cent in 1973 The CMEA countries also lost
considerzble ground with a decline in their shafe from 8.4 to 5.7 per cent over
the some period. The main beneficiaries were North imerica and Japan which
supplied 15 ond 13.5 per cent,respsctively, of 211 imports into the region in
1973, as compared with 11.3 ond 8.3 per cent in 1970. The EEC continued to
be the leading supplier of imports for all the countries in the region, having
provided on the average around 35 per cent of total imports of the oil economies
in 1973, and 39 per cent of total imports of the non-oil econcmies. Concentration
on the EEC, however, is more marked in Lebanon, the Syrian Arab Republic, Bahrain,

Oman, Qatar and the Urited Arob Fairates than it is in the rest of the region.

On the whole, intra-trade occupies a very modest place in the trade
of the region. By the end of tns nineteen sizties, less than 7 per cent of
member countries! exports was mat ceted within the region, representing only a
marginal improvement over the position in the beginning of the decade, This

ghere fell to 4 per cent in the period 1871-1%75. Similerly, imperts from

within the region lost substantial ground in the first three years of the
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present decacds, dropuing o lsss then 10 per cont of the total, In rarticular,

Bahrain, Lebzron, Ssudi Arcbis and Yemen sesm 4o have reduced their relative

dependence on regiocnal suzpliess The region, hovever, continues to be of
prime importance for the export trude of the non~oil econonias, absorbing
durirg 1971-1973 some 51 per cent of Jordan's exports, 44 per cent of those
of Lebanon, and 31, 18 and 15 per eent of exnorts of Yemen, the Syrian irsb
Republic aend Demccratic Yemen, respectively. The region also provides the
main outlet for exporis of manvfeciured and semi-nanufactured goods from

nanber countries,

Within the oversll picture, it is worth noting +the relatively low significance

of intra-trade flows for countries witch are mepbers of regional groupings
and/or intergovernmental bodies, the objective of which is the promotion of
regional trade and integration. Thus, in the initial years of the Second

Develorment Decade, intra-trade on th average, represented about 3 and 4

[

per cent of export and import trade, respectively, in the four member countries
of the Arab Common Morket, and 3 snd 5 per cent of the corresponding flows
in the case of the szaven member countries of +he Council of irab Economic
Unity (CLEU). Moreover, Irag, Jordan and the Syrian irob Republic are by
far more dependent on other countries in the region for marketing their exports

than on their common maorket partners.

What is remarkable about the evolution of intre-regionnl trade, so for,
is the fact thzt it has behind it more than twenty yeors of efforts and various
forms of bilatersl and multilateral preferential troding arrangements, and
yet remains relatively of so little importance. Criticel zssessment of the

disappointihg performance of intra-regiocnal trade revesls that the approach

end techniques used would have to be drastically zodified. Consequently,
cppeals have been made in favour of radical and new spproaches., These visualize
the expansion cf trode as part of 2 wider process of regional co~operation

and integrotion and eanll upon new forms of co-operation that are less ambitious
in tholr objectives, at leact in the short run; more flexible in their operation
to allow for the differences between the socio-econopic systens aswell as the
levels of development of the various countries of the region; and, nore

selective in coverage, cinming only at the identification of selected areas

where co-operation is seen %o be mutuszlly beneficizl. But st the core of
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the change in approach end form lies the reslization that the developuent of
the productive structure and base, along complementary lines, is the essential
prerequisite for the erpunsicn of intra-regional trade. This awareness has
reflected itself in a growing enthusiosm for co-operction in the field of
production, more particularly, for the idea of joint ventures through the

creation of multinationzl regional companies.

What is encoureging, however, is that this new line of thinking has been
gathering momentum «t a tine when external circumstances are working to cement
closer political relations between the countries of the region which could
not fail to spill over into the economic field. 4t the saome time, several
countries of the region are accumulating surplus furds at unprecedented rates,
and for which the region wculd provide & natural outlet. These developments
have>also coincided with the establishment of the first regional development
bank, namely, the Arab Fund for Economic and Social Development as well as
expending and/or establishing national development finance institutions with

a regionzl scope of operations.

A distinctive feature of the payments situction of the oil economies
(Iraq, Kuwait and Saudi Arabia) reviewed resides in tche existence of a
large and persistent trade surplus. This surplus is used, to a large extent,
to meet payments for services rendered by foreign residents, mainly in the
form of investment income payments to the international 0oil companies. Kuwait
differs in this respect from both Irag and Saudi arebia by the substantial
amounts earned on foreign assets held by the Central Governnent, Kuwait Fund
for Arab Economic Developnent (KFAED), Central Bank, commercial banks and private
investors. These earnings have helped to offset part of the country’s
large deficit incurred with respect to other transactions in the services account.
With the exception of Ircq - where the amounts involved are rather negligible -
transfers abroad tend to reduce further the trade surplus. These transfers
while continuing to reflect heavy reliasnce on expatriate skills and labour,
have assumed an increasingly inportant role since 1967 with the cormitment
of both Kuwait and Saudi Arabia to extend financial zid to Egypt and Jordan,
and later on to the Syrian irab Republic. The net effect of these transactions,
however, has generally been tc leave a lerge surplus cn current account. In
the case of Szudi Arabia, the surplus has been mainly used to build up international
reserves, though in 1973 net capital outflows excecding SDRs 0.9 billion were

recorded. Unrecorcded capital outflows and transfers, as implied by the

unproportionately large and negative magnitude of the balance of payments
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entry on "net errors and onipsions", explain the changes in reserves and the
manrer in which Kuwaitfs surplus, on current account was utilized in recent years.
In Iraq the surplus, whick is small by the stondards of Kuwait and Saudi Arabia,
has been increasingly used in adding to reserves, unlike the situaticn in

the period 1968 - 1970 when it was largely offset by a negative "net errors

and omissions" entry, believed to have been largely due to private capital

outflowse.

In contrast, the payments situation in the four non-oil economies |
(Democratic Yemen, Jordan, Lebanon and the Syrian 4rab Republic) considered
is characterized by the existence of a large ard persistent trace deficit.
Thie deficit is largely offset by esrnings from services and transfers from
abroad. The relatively small deficit generslly left on the current account
is usually more than covered by capital inflows, resulting in additions to
international reserves. These additions have been quite substantial in the

case of Lebanon.

With the exception of the Syrian Arab Republic, the countries reviewed
recorded substantial increases in their internationcl reserves holdings over
the last decade. Saudi irabia has succeeded in adding to these reserves
in every year since 1960, with the exception of 1968 and 1969 when substantial
losses were incurred. Beginning with 1971, reserves holdings of the monetary
authorities have risen véry sharply in the nmejor-oil-producing countries
and attained, in 1973, the record level of $3.88 billion in Saudi arabia,
$1.55 billion in Irag and $0.50 billion in Kuwait, or SDRs 3.21 billion,

SDRs 1.29 billion and SDRs 0.42 billion, respectively.

The recerve position of both Jordan and Lebanon improved significantly
over the 1960s despite a large and generally widening trade deficit. Aidditions
to reserves in Jordan were only interrupted between 1569 and 1971 when a decline
was noted. The trend in Lebanon's reserves has been even more favourable,
with additions recorded in every year, except 1967. In contrast, Syria's reserve
position has remained very weak throughout nost of the period, both additions
to and withdrcwals from reserves being snmall and generally offsetting.

However, the country's reserves improved sharply in 1973.
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Measured by the ratio of reserves to merchendise imports, the Syrian

Arab Republic continued to have the least adequate reserve position anong

the countries reviewed curing the last deccée arnd the first two years of

the present decade. The ratio of reserves to imports in 1968-1970 wus still

—ver only about two months of imports ¢t prevailing

0.17, i.e., sufficient to co
Ia Iraq, Jordan, Lebanon

The ratio, however, rose to 0.80 in 1973.
11y been quite adequate in relation to

rates.
ond Saudi Arabis resexrves heve genera

imports. In Snudi Arabic, the reserves/imports rrtio increased from close

to 1 in 1968-1970, to0 2 in 1973. Despite a seeningly precarious payments
ising its reserves/imports retio from

position, Jordan has succeeded in rz
to 1.50 (18 months of imports)

0.42, at the beginning of the last decade,

towards the end of the decace. However, the ratio hos declined appreciably

since then. Similarly, in Lebanon, the reserves/imports ratio has steadily

risen from 0.54 to 0.66 in the course of the last decade.
In Yenen, the high reserves/imports

The upward trend,

however, was interrupted in 1973.
reflection of the low value of imports, while in Denmocratic

te ratio is explsined by declining imports

ratio is &
Yemen the apparently cdequa
Omen's satisfactory situction during the first two years

of the present decade sherply deteriorated in 1973 with the reserves/imports

in recent years.

ratio falling to 037«




